The Conference Board 
BUSINESS RECORD 


ApRIL, 1948 


Copyright, 1948, by 
National Industrial Conference Board, Inc. 


Vol. V, No. 4 


In the Record 


A Note of Confidence—And a Couple of Ifs 


Businessmen say that production and sales are going 
to hold up well in the first half of 1948, but they are wary 
of forecasting trends for the second half. Toward the end 
of 1948, output will overtake demand IF there isn’t a great 
increase in government spending. Income will be about as 
good as in 1947 IF there isn’t a third round of wage in- 
creases. And they mention a few additional ifs. The Con- 
ference Board’s survey of executive opinion follows the dip 
in commodity prices of recent memory and is a pertinent 
commentary of current thinking and future planning. Sum- 
mary of opinions starts on page 146 and excerpts on page 
184. 


When Industry Mobilizes for War 


American industry has behind it the experience of pro- 
ducing the materiél for two wars. Representatives of the 
armed services are now moving to avail themselves of this 
experience. They will soon talk with executives of 11,000 
companies, plan for geographic dispersion of orders for 
the military, and work out proportions for civilian consump- 
tion. Their plan is discussed on page 151. The effect on 
business is assayed in the article on the effects of the rearma- 
ment program on page 148. 


Effects of Paying Up 

Most people understand that when some of the federal 
debt is paid the money supply may become less. The fact 
that debt retirements tends to redistribute income is not 
so generally understood. They are not separate factors by 
any means, and Professor Willis of Columbia University 
analyzes their relationships in an article beginning on 
page 162. 


Wanted: Men Over Forty 


Two sources of labor supply when the market is tight 
are the young and the old. With a slowly aging population, 
older workers are likely to form a more and more important 
part of our labor force. In 1947, this force contained about 
1.2 million more workers than studies had indicated was 
likely for that year. The problem of enough workers is 


discussed on page 167. 
eee 


The Dust Bowl Swirls Again 


Wheat was gold during the World War I period for 
farmers in the Great Plains area who turned under vast 
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stretches of grassland to gain the golden sheaves. Later, 
the price dropped out of the world wheat market and, 
reminiscent of Biblical passages, the winds blew the top 
soil away. A desert stood where in succession the buf- 
falo roamed, the steers stomped, and the ocean of wheat 
stretched to the far horizon. Much of this desert was later 
retrieved through scientific planning so that farmers, when 
war came again, were able to dig once more for the 
wheaten treasure. But there are those who say it won’t 
be long now until the tumbleweeds blow again and dust 
is everywhere. (Page 153.) 


Bootstrap Financing 


It’s a nice feeling to have the money, and in 1946 and 
1947 companies wanting to expand—or just to maintain 
their status—dug into their corporate pocket to finance the 
deal. This is in strong contrast to the experience of the 
country in 1941, when only approximately 53% of the 
money for defense came from internal sources. Too, back in 
the old new era of 1929 about half of the expenditures of 
companies were financed by outside means. The sources 
and use of corporate funds are discussed on page 160. 


The Army of the Hungry 


Asia is humanly fertile. More people live in Europe 
than before the war. But less food is being grown in both 
these areas, and half-filled bellies bring misery and possible 
rebellion. In “Areas of Food Crisis” (page 176) , the problem 
of sustenance for Europe and Asia is examined. The ap- 
proach is typically American: if only the antiquated meth- 
ods of production could be replaced by modern methods 
that can make two and three and more blades grow where 
one grew before there would be enough food for everyone. 


Making Our Money Work Harder 


More money changed hands through checking accounts 
last year than ever before in our history. But the rate at 
which the funds were kept at work was far below what 
used to be considered normal. If the turnover increased 
what would happen? The assistant director of the Board’s 
Division of Business Economics presents some startling 
figures on how we can have more inflation without more 
money. (See page 173.) 
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Survey of Business Practices: 


Immediate Business Outlook Favorable 


HE business outlook has not been significantly 

altered by the break in commodity prices earlier 
this year, according to the executives participating in 
this month’s survey of business practices, and pro- 
duction is generally expected to continue at or near 
an all-time peak through the first half of 1948. 

Some doubt exists, however, regarding the latter 
half of the year, but attention is called to the marked 
change in the business picture which is likely to occur 
as a result of any large remobilization program. New 
orders are still being received in substantial quanti- 
ties, and few cancellations are reported. Profits are 
expected to hold close to the 1947 level. Fears are 
expressed that wage costs may continue to rise and 
further increase present high break-even points. With 
fixed costs mounting and a third round of wage in- 
creases possible, the majority of executives see little 
or no hope of reducing prices. 


LEVEL OF OPERATIONS 


Most companies are operating at capacity or as 
near to it as the availability of raw materials and 
labor will permit. A few industries, however, have 
already experienced reductions in operations owing 
to lack of demand for their products or resistance to 
prices. There has been a marked drop in demand for 
tool and specialty steels and for some types of indus- 
trial machinery. Consumer resistance to the prices of 
electrical appliances and shoes has depressed demand 
below production in these fields, with the result that 
operations are expected to drop off in 1948. Compar- 
ing operations in the first half of 1948 with the last 
half of 1947, more companies expect increases than 
declines, although seven out of ten companies antici- 
pate no change. Comparisons of these two halves 
are rendered difficult because of seasonal influences; 
with so many companies operating at capacity, how- 
ever, it is evident that general industrial activity 
is going to remain at a high level. Offsetting declining 
production in some industries is the new plant capac- 
ity now becoming available in others. Some compa- 
nies have increased their capacity as much as 50% 
and 100% within the last year and these new facili- 
ties are now coming into operation. 

Also contributing to a sound position in 1948 is the 
development of new products. A number of compa- 
nies report that production in 1947 was slowed by the 


development of new products, but that their full- 
scale production in 1948 would boost output and 
sales. In fact, some companies expect their new prod- 
ucts to offset the volume lost on old-established lines. 

The outlook for the last six months of 1948 is not 
quite so good. Slightly more than half of the report- 
ing companies expect production to be the same in 
the first and second halves of the year. One out of 
four companies sees a decline in demand, while only 
one in five sees a possible increase in the last six 
months of 1948. 

Executives warn that capacity operations should 
not be taken to mean that the sellers’ market is as 
strong as it was a year ago. Many companies are off 
allocation and numerous executives report that, while 
they can sell their full output, a more aggressive type 
of salesmanship is required than at any time in the 
past few years. Buyers are becoming more selective 
and are beginning to require more quality for their 
money. In the opinion of some executives, this is 
owing not only to the fact that supply is approaching 
demand in many quarters but also because prices are 
so high. 


NEW ORDERS AND BACKLOGS 


New orders have not been materially affected by 
the break in the commodity markets. A few com- 
panies experienced an increase in cancellations and a 
slight diminishing in the placement of orders, but 
others actually report a countereffect. On the whole, 
the new orders outlook is excellent. 

At the end of 1947 there was an upturn in cancella- 
tions. Since then there has been no appreciable change 
in new orders or cancellations, and executives report 
that the practice of placing the same order with sev- 
eral companies as insurance against failure to deliver 
appears to have largely ceased. 

Some industries are still on allocation, notably steel, 
while others continue to limit the acceptance of or- 
ders to definite advance periods. 


SIMILARITY TO 1947 


The current situation parallels that in the early 
part of 1947 in several respects. In both periods, de- 
mand was strong, operations were at or near capacity, 
and indications were that this situation would con- 
tinue through the first six or nine months of the year. 
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Also, as in 1947, many executives are apprehensive 
regarding the outlook for the end of the year and 
would not be surprised if there were a mild recession. 

Somewhat in contrast to the situation a year ago, 
however, is the trend in international relations which 
has led to the development of the European Recovery 
Program and serious consideration of a new defense 
program. Executives seem to agree that any sizable 
increase in governmental expenditures would elimi- 
nate the possibility of a year-end slump, and the war- 
time problems of shortages, priorities and allocations 
might return in force. 

Continuing shortages of some basic raw materials, 
particularly steel and pig iron, are holding back pro- 
duction and the recent coal stoppage is likely to 
have as much of a disruptive effect as the midwinter 
drop in gas supplies. The general supply situation, 
however, appears to be much better than at the be- 
ginning of 1947, 


THE INVENTORY SITUATION 

The commodity market break caused a tightening 
of inventories. Most companies, however, have for 
some time been operating under minimum inventor- 
ies necessary to maintain their production schedules. 
The danger of being caught with inflated inventories 
has been in the minds of most cooperating executives, 
and companies which have not already reduced their 
stocks to a minimum working level report that they 
intend to do so as rapidly as possible. 

Most commodities required by industry can now 
be obtained without difficulty and shipments are 
much more prompt than a year ago. Companies are, 
therefore, able to maintain smaller stocks with greater 
assurance of being able to replenish and balance in- 
ventory as production requires. There is little in- 
centive now to buy large quantities of commodities 
and hold them in stock because of the danger of scar- 
city. One major exception is steel. Companies de- 
pendent upon steel are still inclined to take as much 
as possible whenever it is available to them. 


PRICES AND BREAK-EVEN POINTS 


Consumer resistance to high prices has induced 
many companies to accelerate efforts to lower their 
break-even point. Several companies reported that 
they had been successful in materially reducing it by 
cutting overhead expenses. Others, as previously re- 
ported in these surveys, have been attempting to 
reduce the break-even point by raising productive 
efficiency. New plant and equipment is expected to 
offer the best opportunity for achieving this end. In 
general, the break-even point is still high in nearly 
all companies and has caused considerable apprehen- 
sion because there is little cushion in the event of a 
reduction in the level of production. 

The deciding factor in the trend of break-even 
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points and of prices is the impending third round of 
wage increases. Numerous companies have absorbed 
part of their past increases in material and labor costs 
with the result that their break-even points have been 
pushed very high. These companies report that fur- 
ther wage increases cannot be absorbed but would 
have to be passed along to their customers in the form 
of price increases. Some companies point out that 
their prices have risen as little as 10% to 20% over 
prewar prices and that the absorption of any further 
rise in their fixed costs would endanger their business. 
Companies are almost unanimous in stating that 
price decreases are not likely to occur this year. At 
the same time, increases are not likely to take place 
either because of mounting customer resistance. 


NET INCOME 


Few companies are willing to forecast their net 
income for 1948 because of the unmeasurable effects 
of the European Recovery Program, the impending 
defense program, and the possible third round of 
wage increases. There is a general feeling, however, 
that net income after taxes will about equal that of 
1947, 

Profit margins are expected to be somewhat down 
and net income will be maintained by an increase in 
unit production. If substantial rises in wages occur, 
net income will suffer. 

Some executives point out that the industrial dol- 
lar, even if 1948 net income equals that of 1947, will, 
like the consumer dollar, have less value. The pur- 
chasing power of dividends is down and machinery 
replacement costs have mounted faster than reserves. 

Comments from cooperators grouped according to 
principal industry appear on pages 184-192. 


Henry E. Hansen 
G. CLARK THOMPSON 
Division of Business Practices 


Cost of Progress 


“What is really much in mind when there is talk of 
costs of progress are the old securities which disintegrate 
and give way under the impact of technological change and 
new habits of living. These securities may be the jobs, 
incomes, and social relationships of individuals and families; 
they may be the way of life of a whole community; 
they may be the social and political organization and the 
social standards and traditional values of a whole society. 
Progress, too, is felt to be wasteful of both human and 
natural resources and to reduce craftsmen to automatons. 
And costs will mean to many persons the very complexity 
of human relationships in a world which seems to grow in- 
creasingly smaller and interdependent with every gain in 
material progress.”—Hiram S. Davis, “The Industrial Study 
of Economic Progress.” University of Pennsylvania Press, 
1947. 
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Business Highlights 


Effects of Rearmament Program 


HE dimensions of the new rearmament program 

became the major subject of business interest 
with the start of the second quarter of 1948 opera- 
tions. Continued softness in many sectors of retail 
trade, the hampering effect of a prolonged coal “holi- 
day,” and highly uncertain textile markets were fore- 
most among a series of disappointing business de- 
velopments as the first quarter ended. But business 
increasingly anticipated higher levels of operation, 
partly because of tax reductions and economic aid 
to Europe, but even more weight is given to the 
military requirements. 

Stock market prices and volume rose sharply. Few, 
if any, positive indications of renewed armament ac- 
tivity can as yet be cited. But in almost all areas of 
business activity, both in soft goods as well as in the 
heavy industries, the anticipation of accelerated ac- 
tivity was readily apparent. “How soon” and “how 
much” are dominant questions in today’s business 
outlook. The price break and accompanying fears of 
the first major postwar downturn are no longer the 
infectious areas of immediate business concern, as in 
the initial months of this year. 


REARMAMENT AND PRICES 


Interest in the record of our last rearmament ex- 
perience has been renewed in the belief that we may 
be moving rapidly into the initial spirals of a giant re- 
armament program, possibly similar in dimensions to 
that of the year ending with Pearl Harbor. In that 
calendar year, we spent about $10 billion for defense; 
in the months immediately preceding the attack, de- 
fense expenditures hit an annual rate of nearly $20: 
billion. At today’s price level, such a program would 
cost at least twice that amount. Thus far, the addi- 
tional proposed expenditures are far less, in official 
statements. But these figures may be indicative of 
the rapidity with which such expenditures mush- 
room, once public and Congressional acceptance has 
been won. Significant distinctions exist between im- 
pact of rearmament upon the economy of that period 
and today. We embarked upon World War II with 
slack in our labor force and with excess capacity in 
many of the durable goods industries of pivotal arm- 
ament importance. Our agricultural plant was func- 
tioning at low gear and construction and capital 
markets were greatly depressed. As late as January, 
1941, we had nearly 8 million unemployed. Many of 
these were willing or anxious to migrate to war pro- 


duction centers or to shift into expanding armament 
industries. Steel production in 1940 was only 67 mil- 
lion tons, while the industry was operating at about 
80% of capacity. The total volume of manufacturing 
production in 1940 was little more than half of what 
it is today. 

GUNS—AND BUTTER TOO 


Against this background of slack it was possible 
then for this nation to have both guns and butter 
as we moved toward the active phases of a shooting 
war. Today, in contrast, we have virtually every 
member of our normal labor force at work. In fact, 
about 1.5 million of the “abnormal” recruits to our 
wartime labor force are still at work. In addition we 
are straining at existing capacity ceilings in almost 
every pivotal durable goods industry that would be 
essential in armament production. Wholesale prices 
are about double what they were in the last guns and 
butter period, and our public debt is about $200 bil- 
lion greater. 

Because of this change in economic environment, 
it would not require much of an increase in our pres- 
ent military budget to swing the balance toward re- 
newed inflation. Heightening the physical require- 
ments for tight commodities such as steel could shift 
us rapidly from a short-lived, guns and butter stage 
into a period of growing scarcity of civilian goods, 
with all the accompanying restrictions such a devel- 
opment would introduce. 

Except for signs of life in wheat, most commodi- 
ties appear to have ignored the “war talk.” The 


Chart 1: Wholesale Commodity Prices, 1946-1948 
Source: Bureau of Labor Statistics 
1926 =100 


*” ALL COMMODITIES OTHER THAN 
FOODS AND FARM PRODUCTS 
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price index of commodities, other than farm and 
foods, remained virtually stationary throughout 
March and early April. A minor rise in foods pushed 
the all-commodity index but farm products and foods 
softened so that the all-commodity price (BLS, 1926 
=100) declined almost imperceptibly through the 
week ended April 3. (See Chart 1.) The $3 billion 
boost in the military budget has apparently not 
touched off renewed speculation in commodities or 
inventories. Apparently many investors and _ busi- 
ness managers in this early rearmament stage rightly 
or wrongly believe that increased military expendi- 
tures can be obtained without resort to deficit spend- 
ing. 

Under the Senate bill, $3 billion of the ERP costs 
in the fiscal year beginning July 1 would be charged 
against the budget surplus now at nearly $7.5 billion, 
a record high. The remaining $4 billion of surplus is 
available in part for continued debt retirement or for 


Chart 2: Closing Prices of Ninety Stocks! 
Source: Standard & Poor’s 
1926 =100 


25 
1Monthly data are as of the fifteenth of the month; weekly data are as of Thursday 


increased armament spending, which officially ranges 
from $3 billion to $7 billion. Even if such spending 
settles at the lower figure, however, military expendi- 
tures may rise because of training under UMT or 
Selective Service. 

Only $400 million was requested for UMT in the 
1949 fiscal year in the President’s budget message. 
This is only the first-year cost of the program in full 
operation. UMT, if enacted, would cost about $2 bil- 
lion annually. At present price levels and living stand- 
ards, pay, subsistence, travel, welfare, training, cloth- 
ing and medical expenditures will average about 
$3,300 a man in the armed forces, nearly two and 
one half times the cost a decade ago. 


STOCK MARKET REACTION 


The stock market, unlike commodity markets, 
kicked up noticeably. The daily stock price index 
(Standard and Poor’s 1926=100) was 109.9 on 
March 16, just before the “preparedness speech.” 
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Chart 3: Commercial, Industrial and Agricultural 
Loans of Weekly Reporting Member Banks 
in Leading Cities 
Source: Federal Reserve 
Billions of Dollars 
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Three weeks later, the index had climbed to 121.3—a 
gain of 10.4%, with most of the increase in indus- 
trial issues. Even with these gains, however, stock 
prices are only slightly above a year ago. (See 
Chart 2.) 

In addition to stocks, there has been a definite 
strengthening in the government bond market in re- 
cent weeks. An example of this improving tone is 
manifested in the U. S. Government 2%s of 1967- 
1972, an issue which is not eligible for bank invest- 
ment, moved up from its support level. 

The drain on commercial bank reserves during Feb- 
ruary was caused by heavy tax collections and con- 
tinued redemptions of government obligations held 
by the Federal Reserve banks which resulted in sub- 
stantial sales of governments by member commer- 
cial banks. These factors were conspicuously absent 
in the latter part of March. As a result, open market 
purchases of governments in support of the pegged 
government bond market contracted sharply during 
the past month. Federal Reserve holdings of govern- 
ment bonds totaled $708 million in early November 
of last year and climbed steadliy through March 10 
of this period to $5,760 million. Since then, however, 
the Federal Reserve banks have been reducing their 
bond holdings. On March 24, holdings had dropped 
107 million to $5,653 million. 

In sharp contrast with the rise in long-term gov- 
ernment obligations (bonds and notes) holdings of 
shorts (bills and certificates) have been pared even 
more rapidly, either by sales or redemptions. Hence, 
on balance, the government bond segment of Reserve 
bank credit has shrunk from $23.1 billion on Novem- 
ber 5 to $20.6 billion or a shrinkage in the credit base 
of $1.5 billion. (See Table 2. ) 

Business loans have been steadily contracting. 
Loans outstanding usually decline between Christ- 
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mas and the end of Febru- 
ary and then rise through 
Easter. This year, how- 
ever, loans have been 
trending downward since 
January. (See Chart 3.) 

Coincidental with the 
beginning of the agricul- 
tural commodity price de- 
cline, commercial, agricul- 
tural and industrial loans, 
reported weekly by Fed- 
eral Reserve member 
banks in ninety-four lead- 
ing cities, reached a peak 
of $14,761 million during 
the week ended January 
21. Since then the volume 
of these outstanding bus- 
iness loans decreased $344 
million to $14,417 million 
in nine weeks, or by March 
31. The total, however, is 
still nearly $2.2 billion 
above a year ago. 

In contrast, business 
loans this time last year 
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Table 1: Building Contracts Awarded 
First Two Months 1947 as Percentage of First Two Months of 1946 


Source: F. W. Dodge Corporation 


District Total 
New England ......2:5.5...5.5 essa s otis o aaerem ae ts Seta 
Metropolitan New York, Northern New Jersey.............. 
Upstate New York ..224 wastontiaswdsusnte cage eeeneneaoets 
Middle Atlantic States). ..<.. 5.2% ..0.ssictee anemone ane ame ote 


Southeastern: Statesseasneweets « «ss states asnlee pened eeiend oes 
Western Pennsylvania, West Virginia....................+5- 
Northern ‘and HWastern Ohio. 60. .....5s2eensere test etre: 
Southwestern Ohio and Kentucky...............-..00020005 
Southern Michigan: 27 35). /sjnjajs« «<1 detains sei atnat eee mass 
Northern Illinois, Indiana, Iowa, Wisconsin, Northern Michigan 
Eastern Missouri, Southern Illinois, Western Tennessee and 

Arkansagtes$s tic (a. SORE. sow. SRE R ee ea ae aoe eee 
Louisiana and, Mississippi. 80: <= 20.16.) seme oo ae atin 
Western Missouri, Kansas, Nebraska, and Oklahoma......... 


Residential 


-51% 
-10 
42 
18 
38 
-52 
-15 
25 
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Non- Heavy 
Residential | Engineering 

-16% 46% 
8 3 
48 300 
24 192 
837 24 
200 133 
61 -9 
-14 34 
173 -l1 
100 22 
200 24 
127 -12 
285 208 
102 164 
-21 56 
49 54 


Table 2: Holdings of United States Government Securities by Federal Reserve 


Banks 
Source: Federal Reserve 


1947 ‘October 20. oiarclaacadtetr 6.0.08 22,129 J 708 


Millions of Dollars 


732 || 20,689 


Long Term Short Term 
Total Total |Certificates| Bills 


Wereicisiugr Dehiveculans Mirae eee azos2 | 7708 | 738| 971 | gocsas | loo | 1ses6 
; ovem ber 2. cciuecisieaieieis)<(4 3 , : ns i 
uary 22 and April 2, 1947, November 19.............000. 92,202 | 2105| 791} 1,814]) 20117 | 7216 | 12,901 
outstanding loans _ rose Hien 6 is ME cas 22,239 | 2,397 928 | 1,399 || 19,913 | 7,243 | 12,669 
4, +i OCOMDER: «Bin ciss's sinsnis Siapo'e Saves 22,120 2,533 1,077 1,456 || 19,587 7,066 | 12,521 
from $10,444 million to Decanber 10.00 es 21,985 | 2,713 | 1,212] 1,501 || 19,278 | 7024 | 12,249 
$11,171 million for a gain December 17........0..ss0000: 21,657 | 2,886 | 1,404] 1,482 || 18,772 | 6,890 | 11,882 
of $727 million. December 24........00+0+0008: 21,900 | $,241] 1,710] 1,582 |] 18,659 | 6,872 | 11,787 
continued high rate in yg Desai rine pres ee pel) Sire 
the construction of public Jahoary THe OS... cs 21,896 | 4,878 | 3,380] 1,498 | 17/018 | 6,287 | 10,781 
works, public utilities and january Be... ee ite atone «cies 21,540 5,229 8,731 1,498 }} 16,311 6,077 | 10,235 
commercial building more February 4.0 2s 2s sss...) 205883] eer | Bors | 04 | issee | ses7 | 9.504 
than offset sizable drops in yea Uehara eee. cas. 20,817 | 7,002 | 5,408 | 1,595 |] 13,815 | 4,846 | 9,468 
: F PRUATY AB, ncn sincifecciaune «0.0% 20,943 | 7,289 | 5,586] 1,654 || 18,704 | 4,345 | 9,359 
contract awards for indus Vebruay 4.0 ee 21,034 | 7,389 | 5,667 | 1.792 |] 13,645 | 4/362 | 9,988 
trial plant construction SEdRWAS: WEES ILID «ws a aio71 | 7,496 | 5,721] 1,775 || 13,675 | 4,305 | 9,271 
and a contraseasonal de- mere 19 ths a simreiaiauee Mrgaers seis as 20,678 7,582 5,760 1,772 || 13,145 4,231 8,914 
saa ak ae . agel ioe cee Mien ere 20,373 | 7,417| 5,643] 1,774 || 12,956 | 4,290 | 8,666 
cline in residential build- March 84.0) RR USES. was 20,607 | 7,439 | 5,653 | 1,786 || 13,168 | 4,873 | 8,795 
ing; hence, construction MarchiSls sont sheets here... n.0!- 20,887 | 7,555 | 5,671 | 1,883 || 18,882 | 4,481 | 8,851 


contract awards on an 
over-all basis were 28% above a year earlier during 
the opening months of 1948. 

An appraisal of these gains, however, must be tem- 
pered with the realization that construction volume 
declined contraseasonally in February of last year. 
Residential building on a dollar volume basis was 
only 1% above the comparable period last year, but 
physical volume as indicated by the awards was 
sharply below last year. On a dwelling unit basis, 
awards in the first two months of 1948 are about 
13% below a year ago. Contracts for one-family 
dwellings, for sale and rent and for owner occupancy, 
are about 27% below last year. 


It is not too difficult to find an answer for the de- 
cline in residential building. In the first place, the 
need for housing for the country as a whole is not 
as acute now as a year ago. This does not apply to 
the large urban areas, but, ironically enough, these 
are the regions where the shrinkage in residential 
building is most noticeable. 

In metropolitan New York, where the housing 
shortage is acute, and in northern New Jersey, the 
dollar volume of residential building awards is down 
10%. In contrast, volume rose 48% in upstate New 
York. In New England, awards fell 51%. (See 
Table 1.) 
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Many operative builders are finding it increasingly 
difficult to dispose of single-family dwellings in the 
$12,000 and over class. Veterans are hesitant about 
buying such homes because of carrying charges; the 
number of prospective buyers who are nonveterans 
and can afford these homes is shrinking, partly be- 
cause mortgage credit is tightening. In the rental 
housing category, owners are having difficulty filling 
apartments at rentals of $100 and over because the 
market for these accommodations is narrowing. 

Another factor contributing to the shrinking in 
residential building is the mortgage money market. 
Title VI of the National Housing Act has been ex- 
tended by Congress and virtually all the other titles 
have been kept in force. However, in view of the 
efforts made by the Federal Reserve Board to tighten 
loan provisions there is a strong likelihood that some 


modification of the 90% guarantee rate to 85% or 
even 80% may be enacted. 

Even more serious is the likelihood that rising con- 
struction costs will induce managements to postpone 
plant expansion programs indefinitely. Some insur- 
ance companies have postponed building economic 
rent projects until construction costs recede. 

As yet, there are no signs that building costs are 
softening, except for an almost imperceptible decline 
in building costs attributable to easing lumber prices. 
The building cost index (Engineering News Record, 
19183=100) declined from the peak of 329.7 in Feb- 
ruary, 1948, to 329.0 in March. In contrast, advanc- 
ing steel and labor costs pushed the construction 
index (same base) to 438.4 in March, a new peak. 

Wuru1aMm B. Harper 
Division of Business Economics 


Industry Readied for Mobilization 


LANS for the mobilization of industry are going 

ahead at an accelerated pace. A recent Munitions 
Board pronouncement gives industry a definite idea 
of what to expect next under the military-industry 
preparedness program provided for by the National 
Security Act of 1947. 

Planning has reached the point where the manage- 
ment of any plant of appreciable size may soon expect 
a visit from a representative of the armed services. 
Approximately 11,000 plants will be visited in the 
near future. The representative, who will be known 
formally as an “Armed Service Procurement Planning 
Officer,” will discuss production capacity of individ- 
ual plants and what they can produce in the way of 
war products. 

Knowledge gained from these discussions will pro- 
vide the Army, Navy and Air Force with an up-to- 
date inventory of industry’s productive capacity for 
their wartime requirements. 

An important feature of the program will be the 
allocation! of the output of particular plants to only 
one branch of the armed forces. This will eliminate 
wasteful competition between the procurement agen- 
cies of the various branches of the National Military 
Establishment. Except for a number of key com- 
panies which have been designated as “multiservice 
suppliers,” individual manufacturers will deal exclu- 
sively with one branch of the armed service. This 
assignment of production capacity in individual 

1Assignment of production capacity by the Munitions Board to a 


military d ent for its procurement agencies to accomplish 
peacetime planning for wartime procurement. 


plants is under the control of the Munitions Board 
but cooperation by industry is on a voluntary basis. 

Once a plant has been designated as a potential 
supplier for a particular branch of the service, the 
military representative will show management the 
product or products the service is desirous of ob- 
taining in the event of national emergency. Manage- 
ment will select the product it believes itself best 
equipped to make with maximum speed and effi- 
ciency and tentative production schedules will be 
drawn up. 

Details of the program, which is one phase of 
long-range preparedness planning by the National 
Military Establishment under the Secretary of De- 
fense, are given in the report entitled “Allocation of 
Private Industrial Capacity.” 

According to the report, peacetime allocation of 
privately owned manufacturing capacity is designed 
to accomplish the following specific objectives: 


1. To determine where necessary material can be ob- 
tained with particular emphasis on those items likely to 
be most critical in a future war. 


2. To assist in orderly distribution of the initial incre- 
ment of the wartime manufacturing load by means of 
allocating production capacity (prime contract and sub- 
contract) for the production of designated products at a 
specified rate of production. 


8. To acquaint industry with part of the task it will 


1Full title is “Military Aspects of Industrial Mobilization, Allo- 
cation of Private Industrial Capacity for Procurement Planning of 
the Armed Services, Operating Procedure Annex, No. 47, Draft 
ee 1948, the National Military Establishment, Munitions 
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Percentage of Value of Production Shipped to 
Military, Export and Civilian Claimants 
Source: National Military Establishment Munitions Board 


Military | Civilian 


Classification oe cary Céaimante 

type Items) 
General industrial machinery.................. 65 35 

Prime movers, generators and related electrical 

OCP ICN brain: Pere cacs she icretorepere ie ce aemia erence 76 24 
Construction materials and hardware........... 69 $1 
Motor vehicles and tractors................... 86 14 
Aircraftiand ships.ac. aut etx ns te 98 2 
Locomotive and railroad cars.................- val 29 
Communication equipment.................... 90 10 
Precision. instruments: 2 «7 eras ne. oe poets 14 26 


be expected to perform, and to encourage its cooperation 
in planning for mobilization of industry. 

4. To eliminate competition between government pro- 
curement agencies for the output of a single plant. 

5. To provide a current record of competent producers 
together with estimates of their capacities to meet pros- 
pective demands. 

6. To determine what items of supply cannot be pro- 
vided for by conversion of privately owned manufacturing 
capacity, and thereby establish a basis for the calcula- 
tion of requirements for construction of new facilities. 

7%. To minimize the need for construction of new fa- 
cilities during war, by fostering thorough utilization of 
existing facilities. 

8. To foster production cost estimation in advance by 
industry, so as to expedite negotiation of contracts for 
desired material. 


9. To provide for minimum civilian needs. 
10. To have in existence a system which can be readily 


adapted to clearance of important contracts by a cen- 
tral control agency. 


IMPACT ON INDUSTRY 


The immediate effect on industry of peacetime 
allocation of its productive facilities to a particular 
branch of the service for the manufacture of specific 
items will be to clarify the role of the individual com- 
pany in a war emergency. This will greatly simplify 
and speed up the transition from production of goods 
for peacetime consumption to meeting the require- 
ments of the armed services as well as those of this 
country’s allies and the civilian economy in time of 
war. 

Somewhat exclusive dealing with one branch of 
the National Military Establishment will prevent un- 
necessary plant visits, surveys, and communications, 
all of which are time consuming and expensive. 

More basic in its influence on industry’s way of 
doing business is the provision in the program that 
the “widest practicable geographical dispersion of 
the war load will be sought for reasons of security, 
and so as to distribute the burden as evenly as pos- 
sible.” In addition, “noncongested areas and the 


smaller cities must be thoroughly canvassed for suit- 
able plants.” 

Manufacturing industry has been decentralizing its 
plant facilities for a number of years for various rea- 
sons: (1) to get closer to important markets; (2) 
to tap new sources of labor; and (3) to enjoy the 
economic and social advantages of the small city or 
town location. 

Provision for deliberate geographic dispersion of 
war work will be an additional powerful influence for 
greater plant decentralization. No mention is made 
of underground plants. Plans for this have been put 
aside temporarily because of cost considerations. 

Drastic dislocation of the civilian economy in time 
of war will be avoided through limiting the propor- 
tion of any plant’s productive facilities allocated to 
war work. This limitation is to be figured on the 
basis of the proportion of the plant’s output going to 
civilian customers in World War II during the years 
1943-1945. The proportions will vary between indus- 
tries, and between plants in the same industry. 


ALLOCATION LIMITATIONS 


An analysis and study of the metalworking indus- 
tries has been completed and an estimated guide has 
been established to determine the proportion of indi- 
vidual plant output to be reserved for civilian re- 
quirements. For other industries, a stop-gap rule 
has been devised. It provides, in general, that not 
less than 50% of the normal peacetime production 
capacity of a plant be reserved for civilian needs. 
Thus, if a plant normally operates on a five-day, 
forty-hour week, then at least twenty hours a week 
would be reserved for production of goods for civilians 
in case of war. Of course, the plant might conceivably 
put on two more eight-hour shifts and work seven 
days a week with all the additional production effort 
allocated to war work. In this particular case, the 
actual ratio of time devoted to civilian work to that 
spent on war work would be only 12%. 

In the case of the metalworking industries, the 
approximate proportion of production facilities which 
would be allocated to war work in a few selected 
lines are given in the accompanying table. These per- 
centages are based on records for two years of World 
War II (1943-1945) and are subject to change ac- 
cording to changes in production capacity and popu- 
lation. 


INDUSTRIES NOT AFFECTED 


Certain basic industries will not be affected by the 
allocation program. They include: (1) plants pro- 
ducing raw materials and basic processed materials 
(such as steel, copper, aluminum, cement and lum- 
ber); (2) food processors, except those processing 
foods used in quantity in wartime and for which 
peacetime capacity is inadequate to meet wartime 
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requirements (for example, dehydrated food and 
operational rations); (3) plants making general 
purpose machine tools, forging machinery, cutting 
tools, etc.; and (4) plants manufacturing end prod- 
ucts having wide use in both civilian and military 
fields (for example, rivets and other fastenings, bear- 
ings, motors, electron tubes, and camera lenses). An 
initial list of products for which no immediate allo- 
cation is planned is contained in the report. It is 
assumed, however, that in case of war there will be 
control over the distribution of these products by an 
office of war production. 


MACHINERY FOR PROGRAM 


Personal contact between the plant management 
and the representative of the armed service is to be 
the all-important basic liaison between industry and 
the military establishment. Apparently, every effort 


has been made to reduce the voluminous paper work 
characteristic of World War II. It is emphasized that 
“accumulation of masses of detail is unnecessary and 
undesirable, and only the facts which are required 
for supporting production estimates and indicating 
types of capacity should be recorded.” Furthermore, 
industry is expected to do most of the planning in 
carrying out the voluntary program for any future 
emergencies. 

Formal contracts are not involved in this phase of 
mobilization planning. On the other hand, tentative 
production schedules agreed to by both parties and 
kept up to date will constitute the basis for negotia- 
tion of contracts in the event of mobilization. Present 
plans call for negotiation rather than competitive bid- 
ding on military items. 


Paut W. Dickson 
Division of Business Practices 


When Winds Ride the Western Wheatlands 


ANY people, including officials in the Depart- 
ment of Agriculture have expressed concern 
about conditions in the dust bowl area.t Farmers 
have plowed up great stretches of land on the plains 
in their eagerness to harvest more wheat at prices as 
high as three dollars. It was such conversion which, 
in large part was responsible for the disastrous soil 
erosion in this area during the drought years a little 
more than a decade ago.” 
The dust bowl is in the area known as the Great 
Plains—a continuous belt 300 to 400 miles wide bi- 
secting the country from north to south and extend- 


1Joe C. Scott, president of the Oklahoma State Board of Agriculture 
says that the possibility of a return of dust bowl days in northwest 
Oklahoma is strong. A report of the Colorado State College of Agri- 
culture states that general conditions throughout the state did not 
present as serious a problem as in some neighboring areas. However, 
it was felt that much of the newly broken land and some other 
acreage cultivated under wartime pressure for increased production 
would represent a real hazard in the eastern part of the state during 
any prolonged drought. A release of the Crop Reporting Board 
dated April 9, 1948, states that ‘“‘on sandy soils in New Mexico and 
in localized areas of Oklahoma and central and western Kansas, 
winter wheat was damaged by high winds and soil blowing in late 
March and the first few days in April.”’ The chief of the Soil Con- 
servation Service stated that there are indications that new diffi- 
culties may be brewing in the dust bowl area. At the end of the 
fiscal year 1944, there had been little plow-up in the region. However, 
in recent years it is apparently increasing somewhat. In some sections, 
absentee landowners are causing land that should be kept in grass or 
grain sorghums to be plowed for wheat. 

*In a report to the Secretary of Agriculture, H. H. Bennett, Chief 
of the Soil Conservation Service states that “during the years im- 
mediately after World War I, plains farmers, under the spur of a 
tremendous demand for wheat, plowed up millions of acres of grass- 
lands entirely unsuited for cultivation in order to produce small 
grains. It was this plow-up, in fact, that really brought the dust 
bowl into existence.” 


ing from the Rocky Mountains almost to the Missis- 
sippi River. In 1947, the states in which the old 
dust bowl was located! accounted for about 50% of 
the total seeded acreage of wheat in the United States. 
In no year since 1926 have these states planted less 
than 40% of all wheat acreage seeded in the United 
States. (See table.) 

During World War I the insistent demand for 
wheat both for domestic consumption and for the use 
of the Allies caused more and more farmers to break 
the sod and plant their land to wheat. In 1917, the 
United States harvested 46.8 million acres of wheat; 
by the following year this amount had increased 14.4 
million. Further increases followed until the total 
harvested acreage amounted to 73.7 million in 1919. 

When prices fell in 1920 many farmers went bank- 
rupt and left their farms. Until 1925, when prices 
were once again on the upswing, much of the soil was 
left unprotected. With the arrival of higher prices, 
farmers again turned to wheat, expanding their acre- 
age more than ever. 

An example of the expansion since 1909 can be seen 
in data for seventy-nine counties of the Texas pan- 
handle which lie in the dust bowl. In 1909, 205,000 
acres of wheat were harvested in these counties; ten 
years later, during the first postwar year, farmers in 
this area harvested 1,619,000 acres. 

Another drop in prices occurred after the stock 
market crash of 1929, but farmers this time continued 
to keep up their planted acreage. In 1931, 4.4 mil- 

1Kansas, Oklahoma, Texas, Colorado, and Nebraska. 
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lion acres were sown in the panhandle, against the 
2.9 million of three years previous despite the great 
drop in prices. 

In 1931, a disastrous drought was experienced in 
the north central Great Plains, with desert climate 
prevailing in most of eastern Montana and parts of 
eastern Colorado and western Kansas. Thereafter, 
some part of the Plains was affected by serious 
drought; and in 1934 and 1936 the region from end 
to end was scourged with drought. The seventy-nine 
counties in the panhandle previously mentioned pro- 
duced 64.0 million bushels of wheat in 1931. The 
amount fell to 10.4 million bushels in 1935. 

Wheat was thin and stunted, the top soil like pow- 
der. The native grasses which ordinarily protected 
the soil had long since been removed. Farm tenancy 
had been increasing; much damage was caused by 
unprotected land that had been deserted by tenants 
when prices fell. 


“STUBBLE MULCH” FARMING 


After the severe dust storms, the farmers, under 
government supervision, undertook the job of soil 
conservation. A new system of farming—“stubble 
mulch” farming—was introduced. Stubble mulch is 
a term applied to any process of protecting cultivated 
or bare land through use of a complete or partial 
surface covering of some form of crop stubble or 
residue. The mulching material may consist of that 
portion of the stubble of a preceding crop, such as 
wheat straw, left standing on the ground after such 
operations as threshing or combining. Equipment has 
been devised for running beneath the surface of the 
soil and tilling the land thoroughly without inverting 
the soil or burying the residue. This type of work is 
called subsurface tillage. The dual function of stubble 
mulch is to protect the surface from erosion by put- 
ting obstacles in the path of wind or water and to 
conserve moisture.t 

Under the guidance of the Soil Conservation Serv- 
ice, thousands upon thousands of acres-of those nat- 
ural grasslands which had been plowed up were put 
back into improved strains of the best native grasses 
and into grain sorghums. These are able to survive 
and thrive under conditions of relatively low rain- 
fall and dry winds. Grass is the best cover for land 
that is likely to blow. 

The United States Forest Service planted 227 mil- 
lion trees in a shelter belt along the eastern fringe of 
the Plains from North Dakota to Texas, and 56 mil- 
lion trees were planted around farms in the heart of 
the dust bowl by the Soil Conservation Service in 
order to break the force of the wind and conserve the 


1Report of the Chief of the Soil Conservation Service, 1941. 


Wheat Acreage Seeded in Selected States 
Source: Department of Agriculture 
Thousands of Acres 


Acreage Seeded 3 
in Nebraska, | Total Seeded Acreage in 
Year Kansas, Acreage of Column 1 as 
Oklahoma, Four Principal Percent of 
Texas, and Wheat Regions'| Total Acreage 


Colorado 


RONG carats ieters eatete teens 24,727 71,867 34.4 
LOZOD eae eh ee 22,066 63,894 34.5 
an eae ers ace aer 23,830 64,025 37.2 
Dee ee ralea temas a cis ars wanstg 25,478 63,215 40.3 
OSS Serta tere steers et a 23,910 60,856 39.3 
Ui Ud Be aoa as Ion aytice 20,177 52,555 38.4 
VORB. ates 210-0 crits tareroneteitts 22,893 58,569 39.1 
VOQG oe earain se cdlita ia tigi 23,935 57,511 41.6 
LOST Ro nae reyes 26,537 62,317 42.6 
LORS iho ersten. ae in ene 27,204 67,531 40.3 
COs ON Eee apace ain aioe ia sretetake 27,234 63,730 42.7 
LOSOL..o oe eee 28,327 64,256 44.1 
TOS] cok eatin seers 28,434 62,999 45.1 
LOSS iis sfooisa seen its 27,109 62,810 43.2 

27,078 41.5 

26,615 44.1 

28,145 42.8 

29,931 42.8 

34,933 45.9 
D088 a8 iia alsraisss octets apes 35,356 47.3 
ot Ree: aoe, See 28,028 47.3 
UOSO DF Nase dived tee 26,112 44.9 
OME ar ele dors iotassstas shares 27,508 7 46.5 
VORB. cats SSctle te <3 ve oes 23,280 49,858 46.7 
LOAB:... .cictternoleteaarewinleles 23,525 53,051 44.3 
LOG Se: 15 obicheie aiftha.e Seid 28,961 62,661 46.2 
ily. Spe, Paeron meine 31,863 65,625 48.6 
UU Ue at Gee creee BARA A 33,695 67,936 49.6 
WOAT DS 452s soe ee 37,274 73,495 50.7 


Se my Vale al be hie spring wheat region, soft ree ae oe region» 
soil against wind erosion.1 The practice of soil con- 
servation by the United States farmers in the years 
that immediately preceded World War II yielded 
gains in stored and restored soil fertility. 

With the entry of the United States into World 
War II, stubble mulching was continued, but other 
conservation measures were neglected as thousands 
of acres which had been retired to grass were re- 
turned to wheat. 

In 1942, the wheat acreage seeded in Nebraska, 
Kansas, Oklahoma, Texas, and Colorado covered 23.3 
million acres; 33.7 million acres were sowed in 1946, 
and estimates for 1947 placed the figure at 37.3 mil- 
lion acres, an increase of 60% since 1942. From 1942 
to 1946 planted acreage in the panhandle increased 
a little less than 100%, judging from the data tabu- 
lated for the seventy-nine counties in that area, Farm- 
ers in this section planted 3.2 million acres to wheat 
in 1942, and by 1946 wheat fields covered 6.4 million 
acres. Practically the entire reduction accomplished 
during the last half of the Thirties was wiped out. 

Anita R. Koprison 
Division of Business Economics 
1St. Louis Post Dispatch, April 14, 1946. 
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From Tax Talk to Tax Cut 


OR 7,378,400 taxpayers, the Revenue Act of 1948 

means removal from the federal income tax rolls. 
For the remainder, it brings lower tax liabilities 
through higher exemptions and percentage cuts. Mar- 
ried taxpayers in noncommunity property states can 
also now split their income. 

The total reduction in tax liabilities under the new 
law is $4.8 billion. Congressional estimates of its 
effect upon government accounts place the reduction 
in tax collections for the current fiscal year 1948 at 
$558 million; for the fiscal year 1949 at $5,100 mil- 
lion, a figure which includes the higher tax refunds 
which will be necessitated under the retroactive pro- 
visions of the law. 

To the President, the new tax law means a federal 
deficit in the 1949 fiscal year. He has based this esti- 
mate upon contemplated increases in expenditures 
totaling at least $3.5 billion above the budget total. 


SPECIFIC PROVISIONS 


Tax reduction under the Revenue Act of 1948 is 
accomplished through an increase in personal and de- 
pendency exemptions and through percentage cuts. 
The tax equalization provisions are intended to elim- 
inate the differentials existing between married tax- 
payers in community and noncommunity property 
states. 

The personal and dependency exemptions have 
been increased to $600. An additional $600 exemption 
is provided for persons sixty-five years of age and 
over. The special deduction of $500 for the blind 
has been replaced by a $600 exemption. 

The percentage tax reductions range from 12.6% to 
5.6%, broken down as follows: 

1. A reduction of 12.6% for incomes of $2,000 or 
less after deductions and exemptions (surtax net in- 
come). 

2. For incomes of $2,000 to about $136,700, after 
deductions and exemptions, a reduction of 12.6% of 
the tax on the first $2,000 and a reduction of 7.4% 
of the balance of the tax. 

8. For incomes in excess of about $136,700, a re- 
duction of 12.6% of the tax on the first $2,000, after 
deductions and exemptions, a reduction of 7.4% of 
the tax on the next $134,700, and a reduction of 5% 
of the remainder of the tax. 

These percentage reductions are in addition to 
the former 5% reduction. Actually, the tentative 


normal and surtax rates which applied to 1946 and 
1947 have not changed. Higher percentage reductions 
replace the 5% reduction in effect the past two years. 


Table 1: Distribution of the Tax Reduction 
Source: Staff of the Joint Committee on Internal Revenue Taxation 
Assuming Personal Income of $208 billion 


Item 


Increase in the per capita exemption to $600.... 
Additional exemption for persons over 65....... 
Special provision for the blind................. 
Allowing married couples to split their incomes. . . 
Increase in the standard deduction!............ 
Percentage reductions,....... ain ake menue cote 


Decrease in income tax liabilities. ... ; ene sas 
Effect on estate and gift taxes................. 


Total decrease in tax liabilities.............. 


. This includes the reduction in tax liabilities for married couples as well as single 
individuals, 
aLess than 0.05% 


Under the new tax law, husbands and wives are 
permitted to split their income and each report half. 
This provision, the result of the community-property 
controversy, means the application of lower surtax 
brackets and a reduction of the total tax for married 
persons. Certain estate and gift tax provisions relat- 
ing to community property are also included in the 
act. 


SOME ILLUSTRATIONS 


The new tax law will decrease total tax liabilities 
by $4,772.6 million.? About 71% of this reduction will 
accrue to taxpayers with net incomes under $5,000. 
The major reduction, $2 billion, results from the in- 
crease in the per capita exemption. The distribution 
of the tax reduction resulting from the various provi- 
sions of the act is shown in Table 1. 

More than seven million taxpayers will be relieved 
from payment of income taxes in 1948. The large 
majority of these persons are concentrated in the 
lower income classes. (See Table 2.) 

What does the individual taxpayer stand to gain 
in tax savings in 1948? The married taxpayer with 
two dependents and a net income of $3,000 paid an 
income tax of $190 in 1947; this year his tax will 
amount to $99.60,° a reduction of 47.67%. With a net 
income of $5,000, the tax reduction accruing to a tax- 
payer in these circumstances amounts to $157.40; 

ISee The Business Record, January, 1948, pp. 7-9. 

2Assuming personal income of $208 billion. 

*Entire income earned by one spouse. 
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Table 2: Effect of New Law on Number of Taxpayers and Their Incomes 
Source: Staff of the Joint Committee on Internal Revenue Taxation 


Assuming Personal Income of $208 Billion 


Income Class after Deduc- 


Taxpayers under— 
tions, But before 


Taxpayers Re- 
lieved of Tax 


with a net income of 
$15,000, it amounts to 
$1,126.50. The reductions 
for a married man with 
Te Tatty two dependents at various 

under income levels are shown in 
Table 3. 

These reductions offer 
some relief from the heavy 
774.7 tax burden, a burden far 
greater than before the 
570.5 war. This is_ strikingly 


3,225.7 brought out by the com- 


318.2 parison shown in Table 4. 


aaate A married taxpayer with 


164.8 two dependents and a net 


ee income of $15,000 in 1939 


10.9 needed an income of $20,- 
6.7 119 in 1947 in order to 


Exemptions under 
(In Thousands) Previous 
Law 

Under $1........ i 3,394.2 
S1-$82;0 Maia. ee 17,537.3 | 15,175.4 2,361.9 | 25,693.7 
$9-68. oe denks dears 16,784.4 | 14,305.9 2,478.5 | 38,969.1 
S888 tere 8,993.0 7,761.9 1,231.1 | 23,990.3 
BAERS ES. Moe UR: ce 4,857.3 4,096.8 760.5 | 18,000.9 

Total under $5..... 52,110.6 | 44,734.3 7,376.5 | 109,895.9 
5-910. Retest 1,574.1 1,572.2 1.9 | 9,714.9 
$10-$25.... cleaves 668.8 668.8 a 9,508.0 
$25-B50 <5... 5 0. ORS 128.2 128.2 a 5,003.5 
$50-8100,......0.... 36.1 36.1 a 2,508.7 
$100-$300........... 8.6 8.6 a 1,358.3 
$300-$500........... 8 8 a 221.8 
$500-$1,000......... A A a 207.9 
$1,000 and over...... 5 al a 172.1 

Total over $5...... 2,417. 2,415.3 1.9 | 28,695.2 

Grand total........ 54,527.9 | 47,149.6 7,378.4 | 138,591.1 


1Includes normal tax, surtax, and alternative tax on net long-term capital gains. 
aLess than 50. 


Table 3: Comparison of Individual Income Tax 
Under Previous Law and Under the Revenue Act 
of 1948 


Source: Staff of the Joint Committee on Internal Revenue Taxation 


Married Persons, Two Dependents, Entire Income Earned by 
One Spouse 


Income after De- Amount of Tax 


ductions, But before 


Amount of 
Exemptions ES 


ax — 
Reduction 


(In Thousands) Ne) Ree ae Reduction 
8 Bub. - AS 95.00 |$ 16.60 78.40 82.53 
S07. 190.00 99.60 90.40 47.58 
4.0... 380.00 265.60 114.40 30.11 
BO. c: 589.00 431.60 157.40 26.72 
[jal Re eeeia 798.00 597.60 200.40 25.11 
TOs 1,045.00 780.16 264.84 25.34 
S:0.2. 1,292.00 973.76 318.24 24.63 
9,0..< 1,577.00 1,167.36 409.64 25.98 
10.00. 1,862.00 1,360.96 501.04 26.91 
plane at 2,185.00 1,575 .68 609.32 27.89 
12 .0c2 2,508.00 1,804.48 703.52 28.05 
AS Os er 2,869.00 2,033.28 835.72 29.13 
140552 3,230.00 2,262 .08 967.92 29.97 
15.0... 3,638.00 2,512.00 1,126.50 30.96 
200.3% 5,890.00 3,888 .32 2,001.68 33.98 
25.0... 8,521.00 5,475.84 3,045.66 85.74 
30.0... 11,381.00 7,306.24 4,074.76 35.80 
40.0........] 17,442.00 | 11,618.24 5,823.76 33.39 
500) Sree... 24,111.00 | 16,577.92 7,533.08 31.24 
60.0... ..| $1,179.00 | 21,917.76 9,261.24 29.70 
70.0........] 88,582.00 | 27,468.80 | 11,063.20 28.71 
BOOS cteceatt 46,170.00 | 33,245.12 | 12,924.88 27.99 
90.0........] 54,093.00 | 39,317.12 | 14,775.88 27.32 
100.0........] 62,801.00 | 45,642.56 | 16,658.44 26.74 
150.0........| 104,538.00 | 79,508.48 | 25,029.52 23.94 
200.0........| 147,269.00 | 116,605.76 | 30,663.24 20.82 
250.0........| 190,475.00 | 155,723.52 | 84,751.48 18.24 
300.0........| 283,700.00 | 195,367.36 | 38,332.64 16.40 
400.0........| $20,150.00 | 276,570.70 | 43,579.30 13.61 
500.0........| 406,600.00 | $358,676.54 | 47,923.46 11.79 
750.0........| 622,725.00 | 563,995.28 | 58,729.72 9.43 
1,000.0 . | 838,850.00 | 769,314.04 | 69,535.96 8.29 


1,347.8 have the same income left 


after taxes. Going up the 
scale, the tremendous in- 
crease in taxes since 1939 
becomes even more conspicuous. “These data,” states 
the Senate Finance Committee, “demonstrate clearly 
the extent to which tax burdens increased during the 
war period. In reality the repressive effect of the pres- 
ent rates on incentives has only recently been tested 
under peacetime conditions. It is your committee’s 
belief that the evidence indicates that these rates do 
not leave sufficient spendable income to induce in- 
vestors to provide the venture capital needed for our 
economy today.” 


4,573.5 


BUDGET 


The $4.8 billion reduction in tax liabilities (per- 
sonal income level of $208 billion) will not be totally 
reflected in government accounts this year owing 
to the lag in tax collections. At the assumed income 
level, the reduction in tax collections for the current 
fiscal year amounts to $558 million. Since the tax 
law is retroactive to January 1, 1948, tax refunds will 
be higher in the next fiscal year. This increase in 
refunds, plus reduced collections, totals $5.1 billion 
for the fiscal year 1949. 

Congressional estimates of the federal budgetary 
surpluses for the fiscal years 1948 and 1949 are above 
the Presidential estimates. The Congressional figures 
are based upon a personal income level of $208 bil- 
lion for the 1948 calendar year, while the budget esti- 
mates assume a $200 billion level. Thus the Senate 
Finance Committee places receipts for the fiscal year 
1948 at $46.3 billion (without tax reduction), and 
$47.3 billion for the fiscal year 1949—$1.1 billion and 
$2.8 billion, respectively, above the budget figures.* 


1Congress has recommended a lowering of the President’s expendi- 
ture estimates by $2.5 billion. If effected, the surplus would be 
raised by this amount. 
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Based on the higher revenue estimate, the com- 
mittee arrived at a surplus of $5,024 million for the 
current fiscal year, as follows: 


In 
millions 
Receipts under former revenue law............... $46,344 
Expenditures: 

PudroL LOtAl,,. Sh.csge sits cere oe eles $37,728 
ERP trust fund expenditure............ 3,000 
Additional foreign aid not in budget..... 34 

40,762 

Surplus before tax reduction................ 5,582 

Tax reduction under Revenue Act of 1948........ 558 

Surplus after tax reduction, fiscal year 1948.... 5,024 


The trust fund which has been incorporated in the 
Foreign Assistance Act charges $3 billion of the 
ERP cost to the current fiscal year surplus. This 
amount, however, will be expended in the coming 
fiscal year. 

The budgetary position for the fiscal year 1949 is 
somewhat more difficult to evaluate, for added to the 
heavy foreign aid outlays will be additional military 
expenditures. The President’s national defense esti- 
mate for the fiscal year 1949 is $11,025 million. This 
figure includes $400 million to put into operation the 
proposed universal military training program. The 
additional requests for military appropriations total 
$3 billion (plus $375 million for stock piling). The 
President has estimated that $1.7 billion of this 
amount will be expended during the next fiscal year, 
raising the total for national defense to $12,725 mil- 
lion. 


In 
millions 
Receipts under former revenue law!.............. $47,256 
Expenditures: 
residents budget. jsclr. a gsigtd acted an $39,669 
ERP trust fund expenditure in 1948..... 3,000 
Additional foreign aid not in budget..... 311 
36,980 
Surplus before tax reduction.................... "10,276 
Effect of Revenue Act of 1948 (including increased 
“lint [0S See Benen eit a eae te ae 5,100 
Surplus after tax reduction.................... 7,676 


1Based on a personal income level of $208 billion for the calendar year 1948. This 
figure is $2.8 billion higher than the budget estimate. 


Excluding the increase for military outlays, the 
Senate Finance Committee estimates the surplus for 
the fiscal year 1949 at $5,176 million,1 as shown above. 

The inclusion of the additional military outlays 


1The Senate Finance Committee estimates are based on the fol- 
lowing personal income levels (at annual rates): 


In 

billions 
First half of calendar year 1947 (actual)......... $191 
Second half of calendar year 1947 (actual)....... 208 
First half of calendar year 1948 (assumed)....... 210 
Second half of calendar year 1948 (assumed).... 205 
First half of calendar year 1949 (assumed)....... 195 


The committee points out that “all of these assumptions were 
purposely made on a conservative basis to demonstrate to even the 
most pessimistic that there is room in the budget for a tax cut.” 


Table 4: Comparison of Tax Burdens in 1939 and 
1 


9471 


Source: Staff of the Joint Committee on Internal Revenue Taxation 
Married Couple with Two Dependents! 


1939 Income before Taxes 1947 Equivalent 
Sire OO teh Reels e Seti, hiss cuade gt oeoxeitun mtvcatoles cases 2,000 
2 SOO. Sea oes «is aiievaus ie vs hea tale Wee ie Gade CHES Ses 2,617 
SOOO scr Meta caer eee rns ots art acteristics > ae tubes 3,235 
DOO. aa reper. erates a Woraee drs tcinvs «ire sls sees Oa aie ale 5,684 
GOOG acta nvaeriia lh io Serene noenisensten ge ieiet viorio lac rcrabeare a 6,948 
SOOO ater one Selene begets wankelayaraxerd acovers-e Sarena Oe 9,550 
OOOO tertron ake reais Suatts cee wad Gaeeokawnins 12,257 
5, OOO ees tats takes aero so aih, alltel Pha users wie tehet Raise. Gate 20,119 
RO O00 ote Me aun cy teats ors culled Wii's», Srkrehhsiaene ec as 29,720 
OOO rete ake iccet «ne fae ore ers Goonka aver ko Ors) Meee eke ove es 40,334 
40 COD Ria eee fete nih tas Daas Athaiore « Slow ict aa theron e eee. 81,696 
DO OOO ee ccieiaete -)is. ola ievedora nolo tcisForke aiGeanaie @ otek 123,573 
MOND Scare teeta 3 aa. vom sisks Boovoiie Gls, Bere. sjataiomn tyre «16. clvia cab 228,391 
LEOQSOOD caret ARE tae. Saree reais’ s Ba ena 312,568 
500,000 ake aes, OCA Meet Shasta enh eka e 1,260,384 
OGD OOO tale tte s % cscs. <d Seeis Se a orem oath 2,183,867 


‘Income after deductions but before exemptions required to give an equivalent 
income after taxes, in 1939 and 1947. 
now contemplated would lower the estimated surplus 
to $3,476 million. 


PRESIDENTIAL POSITION 


In his veto message, the President stated that the 
additional expenditures for the 1949 fiscal year would 
total at least $3.5 billion. This figure includes in- 
creased payments already authorized to veterans, 
increased foreign aid, higher federal salaries, and 
higher tax refunds in addition to the military out- 
lays. This amount will be increased $2 billion in the 
fiscal year 1950. Thus, according to Presidential 
estimates, tax reduction will result in a budgetary 
deficit in the fiscal year 1949.1 


Bernarp Moss 
Division of Business Economics 


1The President has called the charging of $3 billion ERP expendi- 
tures for the fiscal year 1949 to the 1948 surplus, a “fiscal sleight-of- 
hand,” making a prospective deficit appear as a surplus. 
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BOOKS 


International Yearbook of Agricultural Statistics, 

1941-42 to 1945-46. 

Volume I: Agricultural Production and Numbers of Live- 
stock 

Volume II: International Trade 

Volume III: Apportionment of Areas, Agricultural Produc- 
tion and Numbers of Livestock in Various 
Countries 

The work of the International Institute of Agriculture 

in compiling world-wide data on agriculture is being car- 

ried forward by the Food and Agricultural Organization of 

the United Nations. International Institute of Agriculture; 

Bureau of the FAO Rome, 1947. $6.00 for the 3 volumes. 
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The Fifty Largest in 1946 


IVE new names were added to the fifty largest 

manufacturers in 1946,1 making forty-five com- 
panies common to the 1946 and 1945 lists. Five names 
were also added to the list in 1945. 

Of the five companies added in 1946, two were in 
the textile industry, one each in the chemical, stone, 
clay and glass, and food industry. Four of the 
companies dropped were manufacturers of airplanes 
and one was a lumber company. 

The number of airplane companies included in the 
group of fifty largest manufacturers has been declin- 
ing steadily since 1943. In that year, there were eight 
manufacturers of airplanes in the group, but by 1946, 
the number had dropped to one. In 1943 and 1944, 
one airplane company was among the first ten. This 
company was near the end of the list in 1946. 

Four of the companies added to the list were in 
nondurable industries and one was in the durable 
segment. The five companies that were dropped 
were all in durable goods. With these changes, the 
group now includes twenty-six companies which man- 
ufacture durable goods and twenty-four which man- 
ufacture nondurable goods. 

The number of manufacturers of durable products 
among the fifty largest has been declining steadily 
since 1943. In that year, the durable goods companies 
outnumbered the makers of nondurable goods by 
more than two to one. In 1946, the number of dur- 
able and nondurable companies was almost equal. 

Industries with large representation in this group 
are steel, transportation equipment, machinery and 
equipment, and electrical machinery in the durable 
goods field; and food, chemicals, rubber, and tobacco 
in nondurable goods. Companies in these industries 
account for forty-two of the fifty manufacturers. In- 
dustries not listed in the fifty largest include lumber, 
furniture, apparel, printing and leather goods. 

Of the forty-five companies which appeared in 
both 1945 and 1946, fifteen remained unchanged in 
rank; eight of the companies were in durable goods 
industries and seven in nondurable. Sixteen compa- 
nies moved up to higher rank—seven of these were 
manufacturers of durable goods and nine of nondur- 
able goods. Ten of the companies which went down 
the scale were durable goods manufacturers and four 
were makers of nondurable goods. 

Despite the changes in rank of the companies ap- 

1Excluding copper and petroleum companies. See “The Fifty 


Largest Manufacturers” in The Business Record, July, 1947, for the 
1945 ranking. 


pearing in 1945 and 1946, there were only nine com- 
panies which had total assets lower at the end of 
1946 than in 1945. All these companies were in the 
durable goods segment. There were three companies 
in the machinery and equipment industry, two each 
in the iron and steel industry and transportation 
equipment, and one each in the container and non- 
ferrous metal industries. Eight of these nine compa- 
nies were lower in the list and one, an iron and steel 
company, was higher up in the list. 

Assets of the fifty largest manufacturing corpora- 
tions totaled $20.4 billion in 1946!—an increase of $1.0 
billion over the 1945 figure. The increase for the 
largest corporation was $112.7 million, and for the 
smallest $15.5 million. The spread between the larg- 
est and the smallest companies was $1,831.7 million. 
This was an increase of $97.2 million over 1945. In 
1947, assets of forty-two of these companies totaled 
$20.5. billion, as compared with $17.6 billion in 1946. 

The ten largest corporations had assets of $9.8 bil-. 
lion. This was 48% of the assets of the entire group. 
This percentage has remained almost unchanged from 
1945. Nine of the ten largest corporations in 1946 
were in the top ten in 1945. The ranking of seven of 
these companies remained unchanged. 

Consolidated statements are used in these complia- 
tions wherever possible. Thus the data include many 
more corporations than those whose names appear on 
the list. The statement of one corporation includes 
the operations of more than seventy subsidiaries, 
while another is the consolidation of more than sixty 
companies. 


EQUITY UP 


Stockholders’ equity of the fifty largest was 
$13.3 billion in 1946. This was an increase of $0.9 
billion over 1945. Since this increase was almost as 
large as the increase in total assets, the percentage 
of total assets represented by net. worth remained 
approximately unchanged at 65%. 

Invested capital for the group rose to $15.1 billion 
in 1946. This was an increase of $1.6 billion over 
1945 and comprised 74.4% of total assets. This was 
a slight increase over the 1945 percentage of 70.2. 

Long-term debt increased by $0.7 billion in 1946, 
to represent 9.2% of total assets. Long-term debt, 
however, comprises only a small part of invested cap- 

*Some duplication in the figure for total assets is unavoidable 


because of intercorporate relationships. It is believed, however, that 
this duplication does not materially increase total assets. 


April, 1948 


BUSINESS RECORD 


159 


FIFTY LARGEST MANUFACTURING CORPORATIONS! IN 1946 


Sources: Securities and Exchange Commission Reports; Stockholders Reports; for the Ford Motor Company, Report to the Massachusetts 
Commissioner of Corporations 


Millions of Dollars, Deficits in Italics 


Name of Company ee oi vere Sales’ 

U.S. Steel Corp....................1 2,003.5 | 1,454.6 | 1,585.8 | 1,485.7 
General Motors Corp..............-. 1,982.7 | 1,429.7 | 1,554.7 | 1,962.5 
E.1. DuPont de Nemours & Co.... .. 1,053.5 | 813.2] 813.2] 661.8 
General Electric Co................-|. 909.8 | $70.8] 598.2] 911.1 
ord Wortor' Co... 85s... doh web ele 880.0 | 700.4] 700.4 n.a 

Bethlehem Steel Corp...............] 867.7 | 539.0] 664.8 | 787.7 
International Harvester Co..........| 560.0 | 419.2} 419.2] 482.3 
American Tobacco Co..............- 552.5 | 240.7 | 417.6] 764.2 
Westinghouse Electric Corp.......... 498.5 | 339.3 | 419.3] 372.1 
Western Electric Co., Inc...........- 472.3 | 231.3 | 281.3 | 610.4 
Union Carbide & Carbon Co....... .. 439.0 | $35.1] 335.1] 415.0 
Republic Steel Corp..............-. 412.4 | 275.1] 336.6] 412.8 
RBI TIPTIASOL De lanai aice vaeaoe' ss 390.5 282.9 282.9 870.0 
R. J. Reynolds Tobacco Co..........| 390.2] 221.1] 285.1] 613.1 
ASETOMIET AG OOS sales cee t aalobe 374.6 192.8 281.8 | 1,183.5 
S000 LS (CD) 2S ee a 366.1 267.3 284.8 | 1,308.4 
Goodyear Tire & Rubber Co....... .. $56.3 | 197.1 | 288.2) 616.5 
Aluminum Co. of America........... 349.9 | 290.1] 290.3 n.a. 
Liggett & Myers Tobacco Co........| 338.0 | 168.1] 295.9] 464.5 
Eastman Kodak Co............65. 5+ 317.1 | 225.2 | 225.2] 2274.7 
Firestone Tire & Rubber Co......... 313.7 | 161.8] 199.8] 577.8 
Allied Chemical & Dye Corp....... .. 301.4 | 205.9 | 205.9] 280.5 
National Steel Corp...............- 284.9 | 181.9 | 221.9] 239.8 
Jones & Laughlin Steel Corp....... .. 280.8 | 206.4 | 234.5] 246.3 
Schenley Distillers Corp...........-. 278.5 | 129.2 | 186.2] 643.9 
US) Liha ove it 6: er 276.0 146.1 187.0 496.2 
Proctor & Gamble Co..............-. 270.7 | 190.2} 190.2} 533.9 
International Paper Co.............. 269.1 | 188.7 | 206.8] 287.9 
National Dairy Products Corp.......| 265.2 128.6 178.1 TA2 4 
Ue Gil 256.8 | 184.7 184.7 261.9 
Youngstown Sheet & Tube Co.......} 244.9] 169.3] 199.3] 216.3 
Bab Goodrich G0... sce heres esate -| 239.4.) 197.1 | 162.2] , 861.5 
American Rolling Mill Co..........- 227.1 | 141.9] 180.4] 231.9 
American’ Can'Co... 2... ee 8% Ror On ated 187. a1 6 268.1 
Uri Tl S23 Oa ee 224.1 127.7 184.7 Q17.7 
Girl cs) Sa 219.0 120.0 145.0 543.0 
Dow @hemical’ Co.. 2... eee es 213.6 | 120.4] 185.4] 1380.4 
Singer Manufacturing Co..........-. 205.8 | 154.9 c n.d. 
EMER MEO Rai hs ik are bid,cpsre va. stojoiate.s «fpr eODaL 129.4 148.7 143.9 
Celanese Corp. of America...........| 204.6 | 114.2} 179.2] 135.2 
Distillers Corp.—Seagrams, Ltd......| 201.4] 104.4] 154.4] 477.5 
Curtiss Wright Corp............... 193.3 112.1 112.1 72.0 
Radio Corp. of America............. 189.6 96.4 126.4 236.1 
Allis-Chalmers Mfg. Co............. 185.9 | 134.9] 149.9 93.8 
Continental Can Co..,.....234 6008.0 183.9 | 118.5] 152.1] 212.9 
National Distillers Prod. Corp..... .. 182.5 | 126.0] 126.0] 450.3 
American Viscose Corp.............-| 176.1] 107.2 | 107.2] 138.8 
EG OI ES oe 176.0 123.6 123.6 125.5 
Pittsburgh Plate Glass Co...........| 174.0] 184.5 | 184.5) 184.7 
General Foods Corp................ 171.8 | 105.0! 1380.0] 830.9 


1Petroleum and copper industries excluded. _ 

2Tax notes Jeducted from assets and liabilities have been added back. Treasury 
stock shown as an asset has been deducted from total assets, unless held for dis- 
tribution under bonus plan. > + ate 

*Net worth is the sum of capital stock (less Treasury stock), minority interest, 
and surplus. Appropriate adjustments have been made to make this figure reflect 


tiation. 
Tainteated capital is the sum of net worth and long-term debt (including long-term 


government advances), ‘ : 

SWherever data were available, sales, income and taxes have been adjusted to re- 
flect renegotiation. Provision for renegotiation by the company were deducted from 
sales as representing the best estimate of the reduction that is expected to take place 
as a result of the refixing of contract price. : 

Where the number e stockholders and employees was not available for 1946, 


the latest available figure was given. 

ital. Stockholders’ equity represents about 88% of 

invested capital, while long-term debt is about 12%. 

This percentage of debt increased slightly from 1945. 
Sales in 1946 for the forty-seven companiés for 

which data are available declined to $23.1 billion. This 

decline, of $5.4 billion from 1945, was owing to the 


No. of 


Inc. | Federal | Inc. after | Dividends| } No. of | Annual 
before |Inc, Taxes’| Taxes 5 Paid Stock- Employees*} Payroll 
‘ax holders 
120.6 S220 88.6 60.0 | 243,674 | 266,835 694.3 
43.3 |a 15.8 ja 27.5 108.9 | 430,384 | 300,634 870.2 
174.2 61.6 112.6 85.5 | 87,619 | 72,002 Q94.3 
53.4 9.7 43.7 46.1 | 248,541 | 143,766 359.3 
n.a. n.a. n.a. n.a 7 | 121,957 n.a. 
57.2 ja 18.7 ja 38.5 24.4 | 80,339 | 143,732 383.1 
28.9 la 8.3 ja 20.6 18.5 | 42,189 | 74,237 194.8 
48.0 18.1 29.9 P77) TS,87S | 15,572 n.a. 
61.6 |a,b 2.9 ja 654.5 13.2 | 69,261 | 93,049 a MY fee 
Leys 1.0 12.3 12.0 n.a. |114,525 | 329.2 
92.9 ja 37.3 ja 55.6 28.0 | 75,490 n.a. n.a. 
25.0 9.0 16.0 7.3 | 60,685 | 60,136 n.a. 
$3.1 ja 14.2 ja 18.9 13.1 | 55,630 | 78,225 n.a. 
49.3 21'S 28.0 19.3 | 70,000 | 15,000 n.a. 
42.3 21.5 20.8 5.9 | 48,000 | 75,000 150.3 
OT NG LE Oanas 1558 11.3 | 63,365 | 66,000 164.0 
67.8 31.6 36.2 11.3 | 54,188 | 72,000 173.0 
34.3 10.3 24.0 15.5 | 17,801 | 42,941 129.2 
29.8 11.4 18.4 14.0 n.a. 10,000 n.a. 
49.3 ja 15.8 ja 33.5 17.7 | 42,055 | 48,800 143.3 
52.3 24.6 Q7.7 10.2 n.a. n.a. n.a. 
42.9 16.2 26.7 eB ( n.d. n.a. n.a. 
34.3 13.9 20.4 fake 3 n.a. 25,006 75.2 
15.5 4.6 10.9 6.4 9,029 | 42,000 133.0 
102.6 53D 49.1 6.1 6,000 | 16,785 37.9 
36.6 13.4 23.2 12.2 | 24,478 | 61,499 182.7 
62.6 29.7 32.9 22.6 | 43,265 14,535 n.a. 
48.8 17.6 31.2 11.8 | 21,631 | 28,422 n.a. 
45.9 20.5 25.4 10.3 | 67,308 | 41,799 122.4 
6.6 3.3 3.3 9.7 | 35,737 | 57,932 135.7 
23.6 9.3 14.3 5.0} 11,901 | 24,593 64.3 
48.0 |b 22.8 25.2 7.9 | 23,950 | 45,834 n.d. 
29.2 10.6 18.6 5.2 | 49,939 | 24,832 74.9 
12°38 $3.5 8.8 10.3 | 33,582 | 24,500 n.a. 
24.6 9.0 15.6 9.0 | 11,000 | 20,374 59.5 
33.7 |b 14.1 19.6 9.5 | 49,121 | 31,469 89.0 
20.9 8.2 1207 5.3 | 12,571 | 13,975 44.8 
n.a n.a. 15.2 14.4 3,800 | 13,500 n.a. 
17.8 8.2 9.6 6.7 | 17,750 | 20,420 n.d. 
27.7 11.6 16.1 6.0 | 29,200 | 21,938 47.0 
46.8 22.3 24.5 4.1 6,657 5,500 n.d. 
22.5 Sia: vee O: 6.0 | 97,800 | 15,300 n.a. 
15.7 |\a” 427, \a 11.0 5.9 | 218,228 | 28,300 91.0 
95.38 a ja 25.8 4.3 | 28,739 | 28,827 49.4 
7.6 la 2.5 |a 5.0 3.4 | 33,567 | 23,749 63.7 
64.6 |b 24.6 40.0 14.0 | 28,529 | 10,000 n.a. 
19.8 7.9 11.9 4.8 | 17,982 | 22,755 n.a. 
38.0 |a,b16.2 ja 21.8 18.2 | 22,1389 n.a n.a. 
31.1 14.0 17.1 10.7 | 12,030 | 23,658 59.8 
30.7 12.6 18.1 11.2 | 67,174 | 14,135 47.0 


aCredits for carry-backs resulting from unused excess-profits taxes are not re- 
flected. So far, companies reporting carry-back for 1946, are: General Motors 
Corp., $60.0 million; Bethlehem Steel Corp., $3.2 million; International Harvester 
Co., $1.8 million; Westinghouse Electric Corp., $63.3 million; Union Carbide & 
Carbon Co., $1.6 million; Chrysler Corp., $8.0 million; Swift & Co., $0.6 million; 
Eastman Kodak, $2.2 million; Curtiss Wright Corp., $25.0 million; Radio Corp. of 
America, $3.1 million; Allis-Chalmers Manufacturing Co., $25.4 million; n- 
tinental Can Co., $1.2 million; Coca-Cola Co., 83.6 million. 

bIncludes taxes other than federal income taxes. 

cInvested capital is not computed, since it is impossible to determine whether 
amount due to subsidiary is of a short-or long-term nature. 

n.a.Not available. 


cancellation of government contracts, reconversion 
to peacetime production, and work stoppages. In 
1947, sales for forty-three companies showed an in- 
crease. Sales equaled $30.9 billion in 1947, an in- 
crease of $8.9 billion from the sales of the same com- 
panies in 1946. 
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Income before taxes in 1946 for forty-eight com- 
panies was $1,831.1 million. This decline, of $0.4 bil- 
lion, was not so great as that in sales; thus the rate 
of profits, before taxes, as a percentage of sales 
(7.8%) is slightly higher than in 1945. In 1946, fed- 
eral income taxes were $751.8 million, a decline of 
$420.8 million. Income, after taxes, for forty-nine 
companies reporting this item was $1,094.5 million— 
an increase of $52.9 million. For forty-seven compa- 
nies, this was a return of 4.6 cents per dollar of sales, 
as against 3.5 cents in 1945. 

Forty-nine companies for which data were avail- 
able paid $805.8 million in dividends in 1946. This 
left $288.7 million retained in the business for gen- 
eral corporate purposes. Almost three fourths of the 
earnings of these companies were distributed as divi- 
dends. The total was $60.6 million greater than in 
1945. Despite this difference in dollar value, the 


percentage of earnings retained remained almost 
unchanged. 

Forty-five of the fifty largest reported 2.8 million 
stockholders. Duplication in this figure is unavoid- 
able. 

Forty-six companies for which data were available 
employed 2.5 million persons. This number repre- 
sents about 22% of the total employed in all manu- 
facturing industries. Payroll rosters of thirty-eight 
of these companies decreased by fewer than 40,000 
persons from 1945 to 1946. 

Payrolls in 1946 declined along with the lowered 
number of employees. In 1946, thirty companies paid 
$5.4 billion. Payrolls paid by twenty-five of these 
companies in 1946 was $518.2 million lower than in 
1945. 

Frances J. Mis 
Division of Business Economics 


Putting Earnings To Work’ 


HE HUGE postwar capital expenditures in 1946 

and 1947 were necessitated by both the high level 
of business activity and the relatively inadequate 
plant and equipment as compared with a peacetime 
year like 1939. In the later period, the economy was 
operating at capacity levels, while in 1939 consider- 
able unemployment existed alongside unused plant 
capacity. 


PLANT AND EQUIPMENT DOWN 


Furthermore, the total plant and equipment ac- 
count of corporations at the end of 1945 was at about 
the 1939 level. As a matter of fact, the 1945 plant 
and equipment account was considerably less than 
at the end of 1941, a year and a half after the start 
of the defense program.? It was also considerably 
below the total at the end of 1929. 

The relatively poor state of private plant and 
equipment at the end of the war compelled corpora- 
tions to make substantial additions in 1946 and 1947. 
All told, business firms spent more than $26 billion 
in those two years for plant and equipment,’ or about 

1This is the second of a series of articles exploring the process of 


savings and capital formation. The first article appeared in The 
Business Record for March 1948, 


*The failure of the private plant and equipment account to expand 
with business activity was due to the limitation on building and to 
the permitted accelerated amortization of war plants. In the case 
where the actual useful life of the plant is more than five years, 
while the plant is completely written off, it still represents an addition 
to productive equipment. ' 

*The additions in 1946 and 1947 probably do not represent added 
productive capacity equal to one third of that in place in 1945 
because such additions were made at a considerably higher price level. 


one third the dollar value in place at the end of 
1945. : 

While inventories in 1945 were about 50% greate 
than at the end of 1939, the growing volume of post- 
war sales made it imperative that substantial addi- 
tions be made to inventories. Accordingly, $14.2 bil- 
lion was added to inventories in 1946 and 1947. To- 
gether, additions to inventories and to plant and 
equipment made up 80% of the capital expenditures. 
The remainder was mainly accounted for by the ex- 
tension of credit to business and to consumers. 

Retained earnings were the principal source of 
funds for these expenditures and they accounted for 
about 32% of the total. Funds obtained from cur- 
rent depreciation charges to income comprise nearly 
17% and the liquidation of federal government se- 
curities brought in 15% more. Altogether, these in- 
ternal sources accounted for 64% of the total funds 
supplied. 

External sources thus accounted for 36% of the 
total funds obtained. About 15% was obtained from 
new security issues (including mortgage loans) , about 
12% from bank borrowings; 8% from trade payables. 

The source and use of funds differ somewhat from 
the prewar pattern or that of the later Twenties. 


GETTING READY FOR WAR 


In a period of expansion like 1941, expenditures for 
the acquisition of inventories were greater than those 
for plant and equipment. In that year, about 31% 
of total expenditures was used for inventories and 
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ANNUAL DOLLAR CHANGE IN BALANCE SHEET ITEMS OF ALL 
NONFINANCIAL CORPORATIONS 
Source: United States Treasury Department 


tions made large purchases 
of the securities of other 
corporations. 


Aes less Retained earnings again 
Item 1927 1929 1988 1937 1941 furnished the most impor- 

Assets tant source of funds, fi- 
CRC. 0 CAR Get e  ePRGRn, -, ve A i Se 106 226 -353 —569 875 ; a 
Notes and accounts receivable (less reserves)... . 1,067a 907 -316 472 3,673 jis ev 277% of total a 
a RES ee ere -79 913] 1,937] 1,949] 5,548 penditures. Together with 
Investments—government obligations........... 256 —468 106 -192 1,653 toti ro 
eeedts— others Uh) Ie te ees b | 21,8248] -2,730 997 ss3 depreciation charges to 
Capital assets (less reserves)!...............-... 5,600 5,665 -2,673 2,900 875 income, internal sources 
JU CRETE IMS G27 nee oa oes Se Cae 4,946 | -15,5396] -1,867 ~727 475 accounted for half of all 

Total ei Sore ey Sin op Syeys! cytre Mee. ake: Gp avers Sey 11,898 13,528 5 3, is : 

Liabilities 3 yl ae are #988 expenditures. Of the ex- 
Notes and accounts payable®................... 587 1,086 -400 5 2,835 ternal sources, the issu- 
Bonded debt and mortgages!................... 4,632 1,667 684 2,337 769 
ME esi sh cee St ged. a,c dv -osi1| 2o35| -1,8¢8| -siss| 4769  20¢¢ Of new stock was the 
Capital stock, preferred...............0..0000. 324 261 454 341 -450 most important, represent- 
(Capital stock, commons... . 6.0.08 seals 4,902 3,639 -3,399 589 343 ing 22%, of the total. New 
SIRUR MELCSCL VOSS de Boils. Saha. Ath Laat eens eae... | ae Aa) Oe 1,659 : 

Surplus and undivided profits’................. 3:966¢ 4,841 ¢ -657c|  5,763c| 4,062 debt incurred, both short- 
LTE palate Aer eas 11,898 | 13,528 | 6,598 3,884 | 13,986 term and long-term, 

Annual charges to income for: brought in 15 
PCBTECIALION.S Pee Cathe soe Greate Boers n.a. n.a. 3,147 3,006 3,267 g - 7: 

ERIM) Srey b tee © ES Sens eee oe n.a. n.a. 241 497 474 Thus it appears that 


Includes depreciable and ible assets; depletable tangible assets; land; and for 1940-41, intangible assets. Prior to 1939, intangible 
P g' 


assets were included in “oth er assets.” 
2Includes intangible assets 1926-37. 
‘Includes bonds, notes, and mortgages payable with maturity less than one year. 
4Includes bonds, notes, and mortgages payable with maturity of one year or more. 
5Included in “surplus and undivided profits,” 1926-1937. 
SLess deficits. 
alncludes reserve for, bad debts, 1926. 
b“Other investments” are included in “other assets” for all corporations 1926-28. 
eIncludes surplus reserves. 
n.a. Not available. 


26% for plant and equipment. The remainder was 
made up mainly of credit extensions (21%) and 
additions to cash and other liquid assets (14%). 

As in 1946 and 1947, the internal sources of funds 
were by far the most important. Retained earnings 
(including surplus reserves) were the source of 32% 
of total funds. Depreciation and depletion charges 
to current income accounted for 21%, making a total 
of 53% from internal sources. Short-term notes and 
accounts payable were the largest single identifiable 
source of external funds, providing about 16% of 
total funds. Miscellaneous liabilities, including ac- 
cruals, actually provided 27% of the funds, but it is 
impossible to attribute this total to any single factor. 
Bonded debt and mortgages were relatively unimpor- 
tant while there was an excess of stock retirement 
over new issues. 


PROSPERITY EXPERIENCE 


In contrast, expenditures for plant and equipment 
were by far the most important use of funds in 
1929, which was another year of prosperity, while 
additions to inventories were of minor importance. 
The increase in capital assets accounted for 55% of 
the total use of funds, while additions to inventories 
represented about 5% of the total. Another 5% was 
absorbed by credit extensions to customers. While 
the evidence is not clear cut, it appears that corpora- 


over ‘the period surveyed, 
internal sources of funds 
were becoming a larger part 
of the total. This was true 
whether the funds went 
for additions to plant or 
into inventories. Further- 
more, of the external sources smaller dependence was 
being placed upon equity issues in contrast to debt 
issues. 
FRANK Gaston 
Division of Business Economics 
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Internal Control Standards and Related Auditing Pro- 
cedures—Case material designed for the practical solution 
of current problems in internal control and auditing tech- 
nique. By Walter H. Kamp and James A. Cashin. Brock 
and Wallston, Stamford, Connecticut, 1947. ($5.00) 


Economic Report—Salient Features of The World Eco- 
nomic Situation, 1945-47—A four-part survey of the 
world economic situation containing a world review of eco- 
nomic conditions, a regional analysis, commodity and factor 
analysis as well as a survey of international action in the 
economic field. United Nations, Lake Success, January, 
1948. $2.50. 

Practical Rules for Graphic Presentation of Business 
Statistics—Basic instructions for making the most widely- 
used type of business charts. Includes charts illustrating 
the application of the rules. By L. E. Smart and S. Arnold, 
Bureau of Business Research, Ohio State University, Col- 
umbus, Ohio, 1947. 
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Credit Control Through Federal Debt Retirement 


By J. BROOKE WILLIS 
Assistant Professor of Banking, Columbia University 


INCE the end of the war, debt retirement has been 
the main instrument of credit control employed 
by the Federal Reserve System and the Treasury. 
From time to time, certain other steps have been 
undertaken, including a readjustment in interest rates 
and the use of moral suasion. But in the field of quan- 
titative credit control the principal instrument for 
governing the supply of money has been the debt 
retirement program. 


THE MECHANICS 


Debt retirement may be analyzed from two differ- 
ent, but closely related, points of view: (1) its effect 
upon income and income distribution; and (2) its 
effect on the money supply—specifically, upon bank 
reserves and deposits. Current discussions of debt 
retirement give major emphasis to the effects on the 
money supply. The reason is that those effects are 
much more apparent than are those upon income. 
However, if the debt is held by banks, the contractive 
effect of debt retirement upon the money supply may 
also involve a simultaneous and pronounced effect on 
income. 

In order to bring about a net reduction in debt the 
Treasury obviously must take in more revenue than 
it spends, unless it has a large cash balance on which 
to draw. The collection of tax revenues and their 
simultaneous or later disbursement to cover Treasury 
expenditures, including debt retirement, result in a 
redistribution of national income. 

Debt retirement is, therefore, a special case in fiscal 
theory. The effect of debt retirement depends, on the 
one hand, upon the kind of taxes which are levied to 
pay debt holders and, on the other, upon the owner- 
ship distribution of the debt; that is, upon the per- 
sons or institutions which receive the payments. The 
operation may, or may not, be restrictive upon total 
spending power and may, or may not, be anti-infla- 
tionary with respect to the commodity price level. 
These questions cannot be answered unless one knows 
whether the entire process of collecting taxes from 
the public and their payment to holders of the public 
debt adds to, or subtracts from, the funds which cur- 
rently become available for investment and consump- 
tion. This depends in part upon the source of tax 
revenues, whether they come from reductions in pri- 
vate expenditures or from income which otherwise 


1Address delivered before the National Industrial Conference Board, 
March 18, 1948. 


would have been saved and loaned to private bor- 
rowers. It depends, too, upon the action of the per- 
sons or institutions which receive debt payments as 
to whether they apply these receipts to immediate 
consumption, to repayment of private debts to banks, 
or to capital formation. The funds received in debt 
payment may be finally extinguished if they are used 
to reduce debt held by the banking system. 

If the importance of the banking system as a debt 
holder is disregarded for the moment and is consid- 
ered as a merely passive intermediary through which 
payments flow, debt retirement initially involves a 
transfer of payments from the taxpayers to the bond- 
holders. Because of secondary repercussions this re- 
distribution of income may also involve a change in 
gross national income. In any event, the quantity 
of deposit money is left unchanged. 


PAYMENTS TO COMMERCIAL BANKS 


If the debt is held by commercial banks, its retire- 
ment will involve a direct reduction in total income 
and an equal reduction in bank deposit liabilities. 
Taxes are subtracted from current incomes and the 
funds are used to cancel debts owed by the Treasury 
to the commercial banks. There is no subsequent re- 
distribution of these particular funds. However, since 
deposit liabilities are reduced, required reserves are 
also reduced. The resulting excess reserve position 
of the commercial bank permits the bank to extend 
new loan credit to private borrowers, provided a loan 
demand exists and provided the Federal Reserve 
System does not take counteractive measures. 


PAYMENTS TO RESERVE BANKS 


If the debt is held by Federal Reserve banks, its 
payment will involve not only contraction in the de- 
posit liabilities of commercial banks but also in the 
reserves of the commercial banks. Payment of debt 
held by the Federal Reserve therefore involves a 
reduction in total income, in deposit liabilities of 
commercial banks, and in reserves of commercial 
banks. Redemption of debt held by Federal Reserve 
banks is potentially more deflationary than payments 
to any other class of investors. 

Because a major fraction of the outstanding debt 
is held by the banking system, the use of the Treas- 
ury’s operating surplus to retire debt may have a 
very pronounced deflationary effect upon both in- 
come and the money supply. Just as the banking 
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system afforded the device by which heavy govern- 
ment deficits could be financed during the war with- 
out initial reliance upon antecedent personal savings, 
so now the payment of government securities held 
by the banks provides a means by which disposable 
current income can be reduced. 


OLDER VIEWS 


In the 1920’s, economists emphasized the influence 
of debt retirement upon the distribution of income 
rather than upon total income or upon the money 
supply. In 1924, J. M. Keynes explained the matter 
before the Colwyn committee as follows: “The effect 
of paying off the debt is to take money from the 
body of taxpayers and to place it at the disposal of a 
particular form of investment. . . . Thus I should 
say that the main effect of debt repayment at a 
rapid rate is to divert the surplus resources of the 
community into the gilt-edged stock market.”! Simi- 
lar viewpoints were expressed regarding the economic 
effects of debt retirement in the United States during 
the late Twenties. 

Keynes’ conclusion is not necessarily valid under 
present circumstances because of the great proportion 
of debt which is being retired from the banking sys- 
tem, and which potentially involves not only a redis- 
tribution of income but also a contraction in total 
income and a contraction in the money supply. How- 
ever, the effect of the retirement of bank-held debt 
has been obscured by the opposite influence of gold 
imports and an easy money policy which has made 
possible an expansion in private loans by the banks 
greater than the cash redemption of their holdings of 
government obligations. Under these conditions, the 
banking system resembles an intermediary through 
which debt payments flow rather than a sink into 
which they vanish. Income redistribution effects, 
therefore, remain of decisive importance. 

We know very little about the income redistribu- 
tion effects of the retirement of debt held by nonbank 
holders. It would appear that the collection of taxes 
to pay this debt does not have as great deflationary 
influence as generally supposed. Current literature 
on the public debt would be more enlightening if at- 
tention were devoted to the effects of debt retire- 
ment, in earlier periods of history, upon income and 
economic activity, particularly in France, England 
and the United States, in the Twenties. 


RETIREMENT SINCE 1945 


Between the end of February, 1946, when retire- 
ment began and mid-March, 1948 (a period of just 
over two years), the outstanding marketable govern- 
ment debt was reduced by about $38 billion. Of this 


1Col committee, “Minutes of Evidence,” page 283, par. 3973, 
before the Committee on National Debt and Taxation. 
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amount, $22 billion was paid with cash balances al- 
ready on hand; about $8 billion was paid from a 
Treasury operating surplus, and the remaining $8 
billion with funds obtained from the sale to the pub- 
lic of other debt, mainly nonmarketable debt. 


During 1946, debt retirement substantially involved 
the use of existing cash balances of the Treasury. This 
phase of the program was in reality not debt retire- 
ment but a refunding operation reversed in time, 
since the funds employed for the purpose had earlier 
been borrowed in war loan drives. 


The operation was anti-inflationary in that deposits, 
which earlier had been increased through the sale of 
government securities to the banking system, were 
later eliminated. Moreover, the use of previously 
accumulated balances to retire debt prevented their 
use to cover the deficits which might have resulted if 
taxes had been lowered at that time. 


By the end of 1946, war loan accounts at commer- 
cial banks had been reduced to a low level, and a 
Treasury cash operating surplus emerged which be- 
came large in the first quarter of 1947. In fact, 1947 
affords an excellent case study because a large part 
of the funds employed in debt retirement was derived 
from the Treasury’s cash operating surplus. In the 
entire calendar year, $10.8 billion of marketable debt 
was retired. These funds were obtained from two 
main sources: about $6.0 billion from the operating 
surplus and about $3.5 billion from the net sale of 
other debt to the public; the remainder represented 
minor adjustments to the general fund. The $10.8 
billion of marketable debt was held as follows: Com- 
mercial banks, $4.0 billion; Federal Reserve banks, 
$3.2 billion; nonbank holders, $3.6 billion. 


In appraising the over-all effect of the retirement 
of the debt of $3.6 billion held outside the banking 
system, it should be recognized that taxes were not 
increased for the purpose of debt retirement. The 
surplus was partly derived from reductions in gov- 
ernment expenditures and partly from tax receipts 
sustained by a high level of employment and a rap- 
idly rising price level. The use of this surplus in 
debt retirement was anti-inflationary in the sense 
that inflation would have been greater if we had not 
cut government expenditures, since these expendi- 
tures compete with private investment and consump- 
tion expenditures for the available physical output. 


If, on the other hand, personal taxes had been cut 
in the lower-income brackets by the amount of the 
Treasury surplus, consumer spending might have 
been greater than otherwise was the case. This re- 
sult would have been inflationary as compared with 
the actual use of the surplus to retire nonbank-held 
debt. An equivalent cut in corporate taxes would 
also have been inflationary. The precise result would 
depend upon the extent to which corporations would 
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have been made less dependent on outside borrow- 
ings, particularly from banks; upon the extent to 
which the tax savings would have been passed on to 
consumers. An important consideration in this con- 
nection is the fact that where the Treasury takes the 
funds in taxes and pays them through debt retire- 
ment to personal and institutional savers the funds 
are subsequently made available to borrowers only 
on condition that their prospective use is productive. 
This may offer a restraint upon spending over and 
above that exercised by the managerial discretion of 
the corporations themselves. 

Doubtless our tax structure needs reform, particu- 
larly in its influence upon the savings process and its 
tendency to interfere with risk investment. This, 
however, is a question of the long-run influence of 
the tax structure rather than the desirability of a 
large Treasury revenue surplus for debt retirement. 

We evidently should have had a greater inflation 
in 1947 if we had not had a surplus. The maintenance 
of tax revenues and reduction in government spend- 
ing undoubtedly restrained total spending. It can be 
argued that we should have gone further and in- 
creased taxes on consumption in order to free a still 
greater quantity of physical resources for capital 
formation and for foreign aid. Such taxes would have 
been more equitable than the hardships imposed by 
price inflation. 


PAYMENT OF BANK-HELD DEBT 


The payment of bank-held debt, considered apart 
from other factors, was a powerful deflationary force, 
but not powerful enough to prevent a great expansion 
in private loans to business firms and individuals. 
The amount of reserves which commercial banks lost 
through cash redemptions of debt held by Federal 
Reserve banks was less than the amount of reserves 
the commercial banks acquired from Reserve System 
support of the government securities market and from 
gold imports. This made it possible for commercial 
banks to expand loans by an amount which exceeded 
the decrease in their government securities. The 
monetary authorities with one hand followed a pol- 
icy of supporting the prices of government securities, 
thereby making bank reserves freely available, and, 
simultaneously with the other hand, followed a policy 
of paying bank-held debt (lately debt held by the 
Federal Reserve) . 

The restrictive influence of debt retirement played 
a vital role in harnessing the inflationary forces in- 
herent in the price support purchases of government 
securities by the Reserve banks. The use of the 
Treasury surplus to retire debt made possible some 
reduction in total Federal Reserve holdings but this 
reduction was not enough. 

The support operations of the Federal Reserve 
banks involved substantial purchases of government 


securities from commercial banks, and thus were a 
factor in increasing bank reserves. 

In 1947, the cash redemption of government se- 
curities held by Federal Reserve banks was $3.0 bil- 
lion as compared with a net decrease in their total 
holdings of $0.8 billion, indicating market purchases 
of $2.2 billion. This amount was roughly equal to the 
amount of government securities sold by commercial 
banks apart from cash redemptions of their holdings 
by the Treasury. 

An additional factor increasing bank reserves in 
1947 was the importation of $3.0 billion of gold. Gold 
imports reflect only a part of the country’s export 
balance or “net foreign investment,” if you prefer 
that description. This export balance clearly has an 
inflationary impact on the economy, whichever cri- 
terion—income, reserve base, money supply, or price 
—is employed. 

The combined influence on bank reserves of gold 
imports ($3.0 billion) and of Reserve System market 
purchases of government securities ($2.2 billion) 
amounted to $5.2 billion, a figure which substantially 
exceeded the $3.0 billion, offsetting reduction in bank 
reserves attributable to cash redemptions of debt 
held by the Federal Reserve banks. The net result 
of all factors, was that reserves increased, particular- 
ly in the last half of the year. I do not believe that 
the entire Treasury surplus should have been applied 
to redeem debt held by Federal Reserve banks, but 
that such redemptions should have been considerably 
greater than they were. Total Federal Reserve bank 
credit was expanding during the last half of 1947, the 
period of rapid commercial loan expansion. Certainly 
the actual net reduction of about $800 million in Fed- 
eral Reserve credit for the year as a whole should not 
be construed as evidence that the price-pegging oper- 
ations of the Federal Reserve banks had no infla- 
tionary influence. 

If no proximate restraint is exercised over the vol- 
ume of bank reserves, commercial banks are placed in 
a position to expand freely private credit by as much 
as, or more than, government indebtedness to them 
is reduced with no net contraction in total dollar 
gross national income. Under such conditions qual- 
itative control of loans by individual banks can 
hardly be expected to restrain monetary inflation. 


A POOR SUBSTITUTE 


Debt retirement is not a satisfactory substitute for 
Federal Reserve System control of bank reserves and 
commercial bank credit. Under our present fiscal 
and depositary system tax revenues are deposited in 
and expenditures are paid from the Treasury’s ac- 
count at Federal Reserve banks. The pressure on 
bank reserves occurs when surplus revenues are ac- 
cumulated at the Federal Reserve banks. This now 
occurs mainly in the first quarter of the year. Since 
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neither government expenditures nor tax revenues 
can be properly regulated in amount or in time, con- 
trol of bank reserves is inherently inflexible. For 
example, pressure on the market cannot always be 
timed properly to offset gold imports or a return flow 
of currency. Further changes could be made in the 
present system of depositing tax revenues directly 
in Federal Reserve banks, but this involves many 
administrative complications. 

When there is no current surplus, the Treasury can 
control bank reserves only if funds are raised through 
the sale of government obligations to nonbank buy- 
ers; €.g., savings bonds. This perhaps partly ex- 
plains the Treasury’s desire to increase these sales 
since the proceeds can be used to pay maturing se- 
curities held by banks. 

Funds obtained in this way in 1947 afforded a 
very precise means of applying short-run pressure 
upon commercial bank reserves. Under the. present 
depositary system of the Treasury, a part of the 
proceeds of such sales are held at the commercial 
banks in the war loan accounts which can be called 
at will. When called, the funds are transferred to 
Federal Reserve banks and thereby reduce commer- 
cial bank reserves. However, a continuing program 
of this kind requires the maintenance of large work- 
ing balances. In 1947, the Treasury’s ability in this 
respect was limited to current sales of savings bonds 
and savings notes, of which about 70% of the com- 
bined amount was credited to war loan accounts. 
Currently, the percentage is somewhat lower. 

Even though changes appropriate to the exercise of 
flexible pressure on bank reserves may be made in 
the Treasury’s depositary system, the Treasury will 
not be able to prevent the aggregate amount of bank 
reserves from increasing in a period of strong private 
demand for credit unless the operating cash surplus 
and the amount raised by the sale of securities to 
nonbank buyers is sufficient to permit redemption of 
securities held by Federal Reserve banks in an 
amount at least equal to their market purchases. 

In the first quarter of 1948, the operating surplus 
was sufficient in this respect and redemptions of se- 
curities held by Federal Reserve banks exceeded their 
market purchases. In fact, redemptions were suffi- 
cient to offset not only the Reserve System’s market 
purchases of government securities but also to offset 
gold imports and the return flow of currency from 
circulation. However, it is unlikely that redemptions 
can be continued on this scale without greater will- 
ingness and ability to fund the floating debt. 

The Treasury surplus may now become a matter 
of historical interest. The surplus for this calendar 
year has already been realized. If tax reduction takes 
place and military expenditures increase, further 


1Pffective March 22, 1948, commercial banks are allowed to keep 
withheld taxes on deposit in war loan accounts subject to call. 


over-all debt retirement may not be possible. If the 
Reserve System remains indefinitely commited to 
support the prices of government securities, credit 
control by means of debt retirement will then require 
rearrangement of the ownership and maturity struc- 
ture of the debt with a view to the redemption of 
debt held by Federal Reserve banks from the pro- 
ceeds of savings bonds and other debt sold to non- 
bank buyers. Funding of the floating debt may itself 
necessitate increased purchases of securities by the 
Reserve System if the long-term rate is pegged too 
low. In any case, the use of the proceeds from sav- 
ings bond sales to pay nonbank holders of outstand- 
ing marketable debt will not prove successful in re- 
straining credit unless redistribution of income in- 
volves restraint on consumption. 


FEDERAL RESERVE POLICY 


The time is long overdue when the Reserve System 
should be free to exercise control over the aggregate 
amount of bank reserves. Aggressive support of the 
government securities market is a policy which places 
the central bank under the necessity of adjusting the 
volume of bank reserves in response to the demands 
of the market, whatever the sources of these demands. 
The market is guaranteed access to central bank 
credit. As one authority recently said, it leaves the 
front door of the Reserve banks open. In theory, 
such a policy is tantamount to the adoption of a 
single criterion for regulating the supply of money— 
an arbitrary structure of interest rates. A fixed- 
interest-rate monetary standard imposes no real limit 
on potential increases in the supply of money. 

It is argued that support by the Federal Reserve 
System is necessary to maintain what are described 
as orderly conditions in the government securities 
market. I think a distinction should be drawn be- 
tween the maintenance of orderly conditions in the 
sense of short-run stability around Treasury finan- 
cing dates, and a long-run policy of supporting an 
arbitrarily fixed level of rates and an artificially 
skewed structure of rates. 

If the aim is merely to maintain orderly conditions 
in the short run, the Federal Reserve System is not 
“the only agency with power and resources sufficient 
to provide the support this vast market requires.” 
The Treasury has actual and potentially great pow- 
ers. It can use a cash surplus, if one exists, for sta- 
bilizing the market for its own securities. To some 
extent, it does this now. 

Our present laws authorize the Treasury to use its 
general fund to purchase and cancel outstanding mar- 
ketable debt, maturing or unmatured, above or below 
par. The Treasury also may, and does, invest trust 
funds in marketable government securities, subject 
to certain requirements as to yields. The so-called 
sinking fund is limited by a requirement that the 
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average cost of securities purchased shall not exceed 
par. But the sinking fund is an anachronism, its only 
apparent purpose being to record a budgetary ex- 
penditure for debt retirement. 

The basic difference between such purchase opera- 
tions and those by Federal Reserve banks lies in the 
source of funds employed for the purpose and the 
resulting effect upon reserves of commercial banks. 
Treasury purchases do not result in increasing the 
total amount of bank reserves, but Federal Reserve 
bank purchases may do so. Treasury purchases tem- 
porarily increase bank reserves, but this represents 
merely the restoration to the market of funds pre- 
viously taken away by taxation. Reserve bank pur- 
chases increase reserves of commercial banks since 
payment is made by creating credit on the books of 
the Federal Reserve banks. The new reserves thus 
created may subsequently be extinguished only if the 
Treasury has an operating surplus and applies it to 
the redemption of all the securities acquired by the 
Reserve banks in their support operations. There is 
no way of insuring that an adequate Treasury surplus 
will continuously be realized or that it will in fact be 
applied to the redemption of government securities 
held by the Federal Reserve banks when private loan 
demands become strong and when the Reserve banks 
are absorbing government securities sold by other 
holders. Federal Reserve purchases of government 
securities potentially result in a permanent increase 
in the volume of bank reserves, while Treasury pur- 
chases do not, since they are limited by the cash 
surplus of the Treasury and the ability of the Treas- 
ury to fund the debt outside the banking system. 


FEAR DROP IN DEMAND 


The other arguments in defense of continued sup- 
port of the government securities market by the 
Federal Reserve banks seem to be concerned exclu- 
sively with the immediate circumstances that might 
result from the withdrawal of support. It is feared 
that on the first day support is withdrawn there 
would be no demand, that prices would drop far be- 
low “any question of the government’s credit or rela- 
tive interest rates,” and that new financing by the 
Treasury and by private borrowers would be impos- 
sible for some time to come. These fears may be 
justified but they are hardly consistent with the 
argument that the rate of interest has no effect on 
the availability or the demand for funds. In any 
event, I think these fears reflect a trading-room point 
of view. Cheap money has become a fetish of central 
bankers and Treasury officials. Certainly the more 
fear psychology is cultivated and the more emphasis 
is given by responsible officials to these fears the 
more real they become. Moreover, if investors ever 
become firmly convinced that the support is perma- 
nent they may be expected to adjust their portfolios 


accordingly, and this in itself will make for still 
greater repercussions from any later revision or with- 
drawal of support. The support program should have 
been abandoned after the war; the withdrawal of the 
Treasury bill repurchase option and the guaranteed 
3% of 1% rate should have been made much earlier 
than last summer. 

Obviously, the market is not bottomless and obvi- 
ously investors will not remain out of the market very 
long. Temporary disorganization can be met with 
Treasury support. Eventually, a new equilibrium in- 
evitably will be established. The basic issue is wheth- 
er Federal Reserve support of government securities 
is to become a permanent commitment, the support 
power being derived from the money-creating capac- 
ity of the Reserve banks, or whether support power is 
to be provided by the use of Treasury funds from a 
tax surplus or other means which do not involve 
money creation. 


“Ask The Conference Board” 


The “Sixty Cents on the Dollar’? item in the issue of 
The Conference Board Previews for January 24 prompted 
me to ask a question of you. I (with paternal aid) “‘put 
aside $100 on June 30, 1874. Now, measured by the ‘‘com- 
mand over necessaries of life,”” just how many of these 
$100 have gone with the wind?” Just to complete the true 
story, a $30 deposit was added to the bank account on 
April 12, 1891. No other deposits were made and no draw- 
ings have ever been made on the account. The balance on 
December 31, 1947, was $1,729.59. 


Our correspondent, of course, still has the $100 he “put 
aside” in 1874, but the best available indexes of the cost of 
living reveal that this $100 in December, 1947, would buy 
only what $39 would have purchased in 1874. It would ap- 
pear, therefore, that as measured by the “command over 
necessaries of life,” about $61 of his original $100 had 
“gone with the wind.” 

He also deposited another $30 in 1891, he tells us. 
Referring again to the cost of living figures, we find that 
this $30 at the end of 1947 would buy roughly what $10 
would have bought in 1891. Some $20 of this $30 seems to 
have vanished. 

But this, obviously, is but a small part of the story re- 
vealed in our inquirer’s statement of the facts. He evidently 
saved not only the $100 in 1874 and the $30 in 1891, but 
other amounts also year by year equal to the interest 
accrued on his balance in this account. These interest 
accruals were, of course, a part of his current income— 
fully as much so as his salary or his profits in those years, 
and the fact that these accruals were not employed for 
consumption purposes classifies them as savings under 
almost any of the rather numerous definitions of that term. 

Precisely how much he saved year by year from 1874 
through 1947 cannot be determined from the facts he pro- 
vides, but under certain assumptions data accurate enough 
for illustrative purpose can be easily compiled. 
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Let us suppose, for example, that the interest received on 
his balance in this account from 1874 to 1891 averaged 
5% compounded semiannually. This rate may, and prob- 
ably does vary somewhat from that actually paid, but the 
difference is for the purposes here in hand not particularly 
important. Let us further assume for the moment that this 
5% rate, so compounded, was in fact paid in each and 
every year during this period—an assumption almost cer- 
tainly not wholly in accord with the facts, but again the 
difference is not important here, since we are using the 
resulting figures as an illustration only. 

On these assumptions, our correspondent “put aside” 
$5.06 in 1875, $5.32 in 1876, $5.59 in 1877, and so on until 
in 1890 he put aside $10.62. 


On the assumptions laid down in the preceding para- 
graphs, the rate of interest (again assuming semiannual 
compounding) from 1891 to the end of 1947 was 3.36996% 
on the average. These interest accruals were also saved 
year by year by our inquirer. Thus, by 1900 we find him 
laying aside $11.62, by 1910 this annual saving had grown 
to $16.23, and by 1940 to $44.24. When all these annual 
savings are added to the original $100 and $30, the sum 
will be $1729.59, the amount which our inquirer found in 
his account at the end of 1947. The 3.36996% rate was, of 
course, chosen to give this end result. 

Now, how much of these annual savings had “gone with 
the wind?” The answer is not difficult even if the arith- 
metic is somewhat tedious. By the method of calculation 


employed above we find that about $3.14 of the $5.06 saved 
in 1875 had so vanished; about $6.97 of the $10.62 saved 
in 1890; roughly $15.75 of the $44.24 saved in 1940. Of 
course, the proportions so lost of savings in certain years 
when the cost of living was very high were much smaller. 
Thus, in 1920, $22.68 was saved, of which only $2.34 have 
vanished. 


If we add all the sums which are calculated in this man- 
ner to have “gone with the wind,” we find that about 
$675.63 of the $1,729.59 had disappeared if “command over 
necessaries of life” is taken as the measure. 


It is also interesting to figure out how many dollars our 
inquirer would have had to have in hand in December, 1947, 
to match the “command over the necessaries of life” he 
surrendered by his acts of saving through these years. 


Again on the assumptions already set forth in detail, 
it is easy to see that he would have had to have about $257.70 
to match the purchasing power of his original $100. He 
would have to have very little less than $90 to match his 
$30 saved in 1891, since the purchasing power of the dollar 
at the end of 1947 was but little more than one third that 
of 1891. If similar computations are made for each of the 
years from 1874 through 1947, to include, of course, the 
savings of interest as explained above, and the results footed 
up, it is found that our inquirer, to enjoy the “command 
over the necessaries of life” which he surrendered through 
the years, would have had to have in hand at the end of 
1947 about $3,166.89. 


Future Man Power Resources 


HE civilian labor force last year contained ap- 

proximately 1.2 million workers over expectations 
based on prewar trends. Part or all of the excess may 
remain as permanent additions to the labor force, but 
future movements, other than those that are seasonal 
in character, will, to a large degree, be the result of 
economic conditions and long-term growth. 

Increasing in importance as potential sources of 
man power are persons in the lower and upper age 
groups of the population. Long-term movements have 
evidenced a decreasing rate of labor force participa- 
tion by youths and persons of sixty-five and over. 
Some of the causal factors accounting for these move- 
ments are longer schooling periods, child labor and 
social security legislation. Older workers, in particu- 
lar, will constitute a larger proportion of the working 
population as a result of a slow aging of the general 
population. 

The civilian labor force decreased only slightly 
during the war, despite the withdrawal of about 13 
million men and women who entered the armed 
forces. Recruits to replace those in the armed forces 
were drawn from two sources; the normal growth of 


the population and extra workers normally not in the 
labor force. From 1940 to 1945, normal growth of 
the labor force accounted for approximately 3 mil- 
lion new entrants. About 1.7 million youths enter 
the labor force each year. Of these new entrants, 
600,000 at present are in excess over the number of 
persons leaving because of death, retirement or other 
reasons. 


AN INCREASE OF 8 MILLION 


Approximately eight million extra workers were in- 
cluded in the wartime labor force. These persons 
ordinarily would not be working or seeking work dur- 
ing a normal peacetime period, being primarily school 
youths, older workers, service men’s wives and other 
marginal workers. Youths supplied the major source 
of extra workers, accounting for 43% of the total 
increase in April, 1945. Males of fifty-five and over 
and females of thirty-five and over also contributed 
largely, adding 36%. 

1Extra workers represent excess of actual labor force at a given 
date over labor force expected at that date if trends of peacetime 


years had continued after 1940 and if economic conditions similar 
to those of 1940 had prevailed. 
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A breakdown of extra wartime workers in April, 
1945, is shown in Table 1. 


Table 1: Excess of Actual over Normal Labor Force 
Source: Bureau of Labor Statistics 
Millions of Persons 


Male Female 


14-19 years’ 22. see es 
20-54 years 29% 3s sees 


POSTWAR DEVELOPMENTS 


More than two years have passed in which a return 
to a normal peacetime labor force might have been 
effected. It was considered likely that the wartime 
additions to the labor force would disappear during 
the postwar period. Persons in the youngest age 
group would, it was supposed, soon reach a normal 
working age. Most persons in the age group of 
fifty-five and over were already past the normal re- 
tirement age. Servicemen’s wives and other marginal 
workers would tend to leave or to be forced out of 
the labor force when peacetime conditions prevailed. 
Returning servicemen, availing themselves of reem- 
ployment rights, would also force the withdrawal 
of war-induced entrants from the labor force. 

But in 1947 the civilian labor force was larger than 
expected, and also differed in composition. As esti- 
mated by the Bureau of the Census in 1945, the nor- 
mal labor force would contain 59.0 million workers 
in 1947. The actual average civilian labor force in 
1947 was 60.2 million—an excess of 1.2 million work- 
ers over normal.! War-induced entrants who have 
remained in the postwar labor force have been sup- 
plemented by workers drawn in during the postwar 
period by favorable employment conditions and ris- 
ing living costs. 

Although larger than expected, the labor force ex- 
perienced an orderly reconversion during the post- 
war period. Withdrawal of extra workers facilitated 
the reabsorption of returning veterans into the civil- 
ian labor force. About 13 million male veterans, or 
approximately 21% of the civilian labor force re- 
turned to civilian pursuits by February, 1948. At 
no time during this transitional period has unem- 
ployment been a serious problem. The civilian labor 


1Estimates of the “normal” Jabor force are comparable with the 
figures shown in “Normal Growth of the Labor Force in the United 
States, 1940 to 1950, Series P-44, No. 12,”’ adjusted to an annual 
average basis by allowing for population increase and normal seasonal 
variation. The estimates refer to persons at work for pay or profit, 
including members of the armed forces, working without pay in a 
family enterprise, with a job but temporarily absent from work or 
seeking work during the last week of March of each year. The 
deviation of the total labor force from “normal” estimate for 1947 
would be greater than the deviation of civilian labor force from 
“normal” by approximately 1.4 million workers as a result of the 
inclusion of members of the armed forces in the total figure. 


force has increased by approximately 6 million work- 
ers since February, 1946, but unemployment re- 
mained at 2.6 million, the approximate level of two 
years ago. Most of it is frictional unemployment, 
caused by persons changing jobs or new workers seek- 
ing their first job. 

The presence of these extra workers in the postwar 
labor force has caused a deviation from the expected 
ratio of males to females. Based on the normal aver- 
age for 1947, there are 1.1 million extra women work- 
ers in the civilian labor force as compared with an 
excess of 100,000 male workers. The excess of females 
tends to heighten the trend of increased labor-force 
participation by women workers. Still remaining out 
of the labor force at the end of 1947 were 1.4 million 
male veterans, of whom roughly 1.0 million were 
attending school. The reentrance of these veterans 
would tend to equalize the expected ratio of males 
to females. Workers in the middle age groups are 
participating below normal expectations. Among the 
males this can be traced to the large number of vet- 
erans now attending schools who would ordinarily 
have entered the labor force. The return of husbands 
and high marriage and birth rates following the end 
of the war have reduced the number of female par- 
ticipants in the 20-34 year age group. 


TRENDS AND PROJECTIONS 


In the past workers needed for an emergency were 
drawn primarily from youths who interrupted their 
schooling, aged workers who came out of or put off 
retirement, and women who combined homemaking 
and outside jobs. The entrance into the labor force 
of the first two groups ran contrary to prewar move- 
ments and future projections. A study of the factors 
influencing the growth of the labor force, undertaken 
by the Bureau of the Census in 1944, led to a pro- 
jected increase of six million workers from 1940 to 
1950. A breakdown of this increase is shown in 
Table 2. 


Table 2: Net Change in Labor Force, 1940-1950! 


Millions of Persons 


Increase in population 14 years of age and over............. +4.5 
Increasing age ofijschooling 2. 4.0 << scle«10: ser ulreraien-cee -.8 
Earlier retirement.....00. oop02- 0 = ce eos 5 pean ea -.2 
Decreasing participation of males 20 to 64 years of age...... -.5 
Increasing participation of females 20 to 64 years of age..... +2.5 

Net, Change. ion. «.stieriwarsinusscis pia tua Mia ornate aaa es +6.0 


1Computations by United States Bureau of Labor Statistics from study made by 
United States Bureau of the Census, “Normal Growth of the Labor Force in the 
United States, 1940 to 1950, June 12, 1944, Series P-44, No. 12.” 


A readjustment must be made to account for extra 
wartime workers who have remained as permanent 
additions to the labor force. These projections were 
based upon the continuance of trends in existence 
prior to 1940. 

What possible areas of elasticity remain in the 
labor force in case of an increased demand upon our 
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man power resources? Long-term movements have 
seen a slowing down in the rate of increase of the 
labor force. During the 1920’s an average of 718,000 
workers were added to the labor supply each year. 
This was an annual rate of increase of 1.6%. The 
following decade saw an annual average increase of 
590,000 workers, or 1.2% per year. An estimate made 
by the Bureau of the Census states that “if normal 
peacetime trends had continued after 1940, the aver- 
age annual amount of increase would have gone up 
temporarily during the first half of the present decade 
to 664,000 workers, or 1.2% annually. But this brief 
acceleration would have been followed by a further 
slackening during the latter half of the decade. Be- 
tween 1945 and 1950, the normal labor force projec- 
tions indicate an average annual increase of only 
509,000 workers, or 0.9% annually.”! An acceleration 
of additions to the labor force is expected in the 
early and mid-1960’s as a result of the tremendous 
upsurge of births following the end of the war. A 
decline in the rate of increase of the labor force will 
follow, if long-term movements are still in effect. 


WANTED: MEN OVER 40? 


Accompanying this slowing down in the rate of 
accretions is a gradual aging of the labor force. Long- 
term movements in fertility and mortality indicate 
increasing proportions of workers in the middle and 
older age groups. Also contributing to this aging is 
a declining rate of participation by persons in the 
lower age groups. In the relatively brief period from 
March, 1940, to February, 1948, the median age of 
the labor force increased from 36.1 to 37.6 years. 
Women workers accounted for the most marked in- 
crease during this period, rising from 31.9 to 35.0 
years. Aging of the male labor force took place at a 
slower rate, the median age increasing from 37.7 to 
38.6 years. But prior to the war there were sharp 
decreases in the proportion of aged workers, indicat- 
ing an earlier rather than later retirement from the 
labor force. The projection of net change in the 
labor force made by the Bureau of Labor Statistics 
reveals a further decrease of workers owing to earlier 
retirement between 1940 and 1950. Increased social 
security legislation during the 1930’s was one of the 
factors leading to this movement. The proportion of 
persons fifty-five years old, and over, in the working 
population is expected to rise from 19% in 1940 to 
31% in the year 2000. In the event of increased de- 
mand, this group can provide one of the largest sup- 
plies of workers. 

Women workers are another source of labor that 
will increase in importance, particularly those in the 
20-64 year age groups. Approximately 42% of the 
projected increase in the labor force from 1940 to 
1950 was to come from this group. Since this pro- 

Ubid., p. 1. 


jection is based on prewar trends it does not take 
into account below-normal participation by the 20-34 
year age group during this period. High marriage 
and birth rates during the past two years have 
caused the withdrawal of many workers from this 
age group. If the projection is to be borne out, most 
of the increase will have to come from the group of 
persons thirty-five years old and over. The long-term 
view finds that between the ages of thirty-five and 
fifty more women enter or reenter than withdraw 
from the labor force. Many women in this age group 
are widows or women whose children no longer re- 
quire constant care. 

Youths will continue to provide a large source of 
labor in the near future although not so great as was 
expected. In the past few years they have been sup- 
plying an excess of 600,000 workers over persons with- 
drawing from the labor force. But wartime needs 
were such that many youths entered the labor market 
prematurely, attracted by good jobs and high wages. 
Youths accounted for 3.5 million, or 43% of the total 
of 8.1 million extra workers in April, 1945. Approxi- 
mately 1.6 million were still in the labor force two 
years later. This source will gradually decline in im- 
portance if trends in existence prior to 1940 con- 
tinue indefinitely. Accounting for this will be a 
slow aging of the population and the movement 
toward longer schooling periods. 

Increasing productivity and the number of hours 
worked per week are two other means that may be 
used in conjunction with an enlarged labor force to 
meet a possible increased demand for output. An 
increase in the number of hours worked per week 
would run contrary to long-term trend. As an exam-: 
ple, we might cite the case of production workers en- 
gaged in manufacturing industries. From 1909 to 
1940, average weekly hours worked by this segment 
of the labor force declined from 51.0 to 38.1. During 
the war this trend was reversed, and by 1944 the 
number of hours worked had risen to 45.2. This was 
followed by a postwar decrease to 40.3 hours in 1947. 


Irwin SCHWIMMER 
Division of Business Economics 
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International Financial Statistics—The first issue of a 
bulletin to be published monthly containing data on the 
financial operations of the International Monetary Fund 
and Bank, exchange rates in New York and London, the 
price and yield of government dollar bonds in New York, 
and a brief statistical summary of the money market and 
international position of fifty-five countries. International 
Monetary Fund, Washington, D. C. January, 1948. 
Yearly subscription $5.00 or its equivalent in national 
currencies. 
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No Comeback in Silk 


ILK manufacturing has dropped in twenty years 
from a rank of twenty-third in value of manu- 
factured output to probable inclusion in the “all 
other” category in the forthcoming Census of Manu- 
factures for 1947. 

The evolution of Census titles for the industry 
tells much of the story of this decline. “Silk Manu- 
factures” was the name through 1927, but it became 
“Silk and Rayon Manufactures” in 1929. Silk and 
rayon were separately reported in 1935 and recom- 
bined into “Rayon and Silk Manufactures” in 1937. 

What the advances of fiber and machine technol- 
ogy had started was completed by economic pressure 
and war. The price instability of silk created the 
accompanying hazard of inventory losses. The versa- 
tility and ability of the cheaper artificial fiber to 
reach a greater mass market, made use of silk com- 
paratively uneconomic. The final blow was the in- 
troduction of nylon and the cutting off of raw ma- 
terial supply during the war. 

Will silk come back? If the question implies a re- 
sumption of its former importance, the answer, from 
all sides, is clearly no; as a fiber for a small specialty 
and luxury market, perhaps yes. The restricted use 
of silk was clear in 1940, when a representative of 
the industry declared to the Temporary National 
Economic Committee: “Today, to all intents and 
purposes, the silk-weaving industry no longer exists.” 
And, at just about that time, the silk hosiery market 
was being lost to nylon. 


RAYON vs. SILK 


The position of silk today can be understood only 
in terms of its defeat in the prewar fiber competition. 
The introduction of rayon, was, of course, the prime 
cause. Rayon has a twofold price advantage over 
silk (see chart). First, the price is lower. Raw silk 
prices averaged three times as much as rayon prices 
from 1929 through 1939. This makes possible a 
broader market and less investment in raw materials 
per unit of output. Second, its price is relatively 
stable and has generally been moving downwards. 
Thus, the risks in inventory and in making style 
merchandise for which demand changes rapidly are 
minimized. Normally, these factors result in lower 
markups for rayon. 

Rayon is distinctly a man-made product. This in- 
volves both advantages and disadvantages. On the 
plus side, the supply is regular, for it is not depend- 
ent on natural conditions. It is also more uniform 


in quality because of production control. This made 
possible the introduction of high-speed looms re- 
quiring less labor per unit. Some auxiliary machinery 
was also eliminated. Further, rayon and other arti- 
ficial fibers may be manufactured for specific end 
uses. Consequently cloth conversion costs of rayon 
are lower. A medium-priced rayon dress fabric sold 
for about 25-2614 cents per yard in the spring of 
1939 while a comparable silk cost 46-48 cents, both 
in the gray at the mill.+ 

A good silk fabric, however, has certain points of 
superiority over a comparable rayon. In general, it 
is more resilient, stronger, and retains greater strength 
after washing, plus being easier to iron. This would 
not necessarily be true of cheaply fabricated weaves. 
Depending on availability and price, therefore, con- 
sumers would tend to prefer silk for some uses. 


ENTERS NYLON 


These and other factors contributed to the de- 
cline in the consumption of silk for weaving from 
59.1 million pounds in 1929 to 8.9 million pounds in 
1939. Consumption by the hosiery trades, however, 
increased over this period from 22.2 million pounds 
to 38.4 million pounds. Silk hosiery was increasingly 
demanded by women in preference to rayon and 
cotton at this time, and a substantial drop in the 
price of raw silk aided this trend. By 1940, about 
93% of all silk was used in hosiery manufacture. 


1Comparison is between flat crepe, 100 denier rayon and silk 
crepe-de-chine. In the spring of 1948, the prices were about 5814-75 
cents for the rayon and $1.40-$1.45 for the silk. 


Prices of Rayon and Raw Silk 
Source: Rayon Organon 
Dollars per Pound 


1912 1917 1922 1927 1932 1937 1942 1947 
*WUY + DEC. 1946 AVERAGE 


Note: No market prices from 1942 through first six months of 1946. 
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But that year saw the introduction of nylon. In 
1941, output of women’s full-fashioned nylon hose 
was already 30% of silk hose output.! Stocks of silk 
came under government control in the late summer 
of 1941, and nylon shipments to the hosiery industry 
ceased in the first quarter of 1942. Production of 
silk and nylon hosiery virtually halted thereafter and 
rayon became the temporary replacement. 

This brief prewar appearance was sufficient to es- 
tablish consumer preference for nylon. Nylon was 
higher in price than women’s silk hose at that time 
but its durability, quick-drying qualities, and sheer- 
ness made the difference. When the war was over, 
therefore, the reappearance of nylon hosiery was eag- 
erly awaited by women. Hosiery manufacturers were 
in no way opposed, since many of the advantages 
which rayon had over silk in the broad-woven goods 
industry applied equally to nylon in the hosiery trade. 

Such, in brief, was the competitive position of silk 
at the opening of the postwar period. If the fiber was 
to make any considerable comeback, there was an 
opportunity to reestablish itself during the initial 
lush markets of the immediate postwar months when 
fabrics of all types were in relatively short supply 
and high demand, when the price level was high, 
and when economic activity and consumer incomes 
were great. At the same time, however, there was no 
strong inducement for the weaving trade at large 
to use silk while it was doing well with cotton and 
rayon. 

This first opportunity has thus far been lost. The 
story is complex, chiefly involving the attempts of 
the American occupation authorities in Japan to gain 
dollar exchange for that country; a probable over- 
estimation of the market by them; quarrels over test- 
ing procedures in grading the silk; and the institution 
of what turned out to be an unworkable pricing pro- 
cedure. 


POSTWAR DEVELOPMENTS 


The price factor was probably decisive. The left- 
over stock which the government had bought in 1941 
for $3.06 was resold at about $12 a pound in 1946. 
Thereafter, despite trade advice, the U. S. Commer- 
cial Company? in July, 1946, instituted sealed bids 
for the first batch of raw silk from Japan.* Prices at 
the first auction averaged about $12.50 a pound. 
Dissatisfaction with price and method led to a change 
in marketing after the second auction. The USCC 
set floor prices for each grade below which it would 

INylon constituted 22% of total women’s full-fashioned hosiery 
output, silk 73%, and rayon and cotton the balance in 1941. 

2The U. S. Commercial Company is a subsidiary of the Recon- 
struction Finance Corporation. It was given the task of marketing 
Japanese raw silk in the United States by agreement with Gen. 
MacArthur’s command. 

3Japan has been the major supplier for this country, holding 90% 
of the market from 1931-1940. 
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not entertain bids. Prices were still high and pro- 
gressively less silk was sold at subsequent sales, de- 
spite the fact that floor prices were lowered from 
auction to auction. 

The high prices, subsequent declines, and changes 
in policy lost the confidence of silk dealers and users. 
Added to what was an uncertain venture to begin 
with, they caused most to refrain from assuming the 
financial risks. 

The preliminary operations in silk, many of a spec- 
ulative nature, ended in losses. Some large weavers 
did turn out a small amount of yardage, but reorders 
did not appear when the price of the finished product 
proved too high for ultimate consumption. Hosiery 
manufacturers were increasing output of women’s 
full-fashioned hose to about 10% of the total in the 
late months of 1946, but the disappointing sales 
trend of Christmas, 1946, after which retail prices 
were in many cases slashed by 50% or more from a 
price of over $3,1 halted the comeback in this market. 
Present-day silk hosiery production is merely nom- 
inal. ! 

These unsuccessful ventures, at high prices, while 
the prices of the raw material were declining at auc- 
tion, curtailed the plans of those who had considered 
operating with silk. As a sidelight, it may be noted 
that the fifth major price reduction in nylon yarns 
since 1940 was announced in February, 1947. 

USCC stabilized the price of raw silk in February, 
1947, at prices which were guaranteed until the end 
of the year. The base grade, which had sold for about 
$7.50 a pound at the original auction, was reduced 
to $4.40. Sales, nevertheless, lagged throughout the 
year and stocks piled up, both here and in Japan. 
During the summer of 1947, USCC signed a contract 
with the International Silk Guild which authorized 
the guild to undertake a survey of the potential mar- 
ket. Costs of the promotional program to follow 
were to be financed by a slight lowering of discounts 
then obtaining on certain odd-lot sales—the differ- 
ence to go to the promotion fund. The job of con- 
ducting the survey was awarded to Abbott Kim- 
ball, a New York advertising agency. 

Later, the marketing of silk, as the liquidation of 
the U. S. Commercial Corporation got under way, 
was taken away from that organization and directly 
performed by the Japanese occupation authority, Su- 
preme Command Allied Powers, (SCAP), after Jan- 
uary 1, 1948. What the fate of the promotional pro- 
gram will be under the new authority is not yet 
known. Abbott Kimball has completed the sur- 
vey and it is now in SCAP’s hands, but has not yet 
been made public. 

On taking over, SCAP announced a new price 
schedule for 1948. The base grade was reduced to 


1Nylon hose sold for less than $2 a pair. 
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$2.45 a pound. The comparable 1935-1939 price was 
approximately $1.95. The sale of 11,116 bales in 
January from stocks in this country was the highest 
for any month since raw silk came back, and equiva- 
lent to 33% of the total USCC sales during eighteen 
months. It is thought that not only the price factor, 
but a tendency of buyers to take care of a substantial 
part of their year’s requirements during the first 
month, caused this sales splurge. Additional sales of 
3,090 bales were made directly from Japan. This is 
now permitted, thereby allowing the import of fresh 
stocks. With the resumption of direct imports, it 
becomes difficult to allocate the overseas sales in any 
month to acquisitions from shipments arriving in this 
country. Some of these January sales are therefore 
still turning up in later data. February sales of 1,515 
bales were almost all from SCAP stocks already here. 
In March, acquisitions totaled 4,104 bales, of which 
only 924 bales came from domestic stocks, while final 
April figures will show more than 3,500 bales brought 
in directly from Japan. 


MADE IN JAPAN 


Another development in 1947 was the soliciting of 
orders here for silk fabrics woven in Japan, a policy 
which has been furthered by SCAP in view of the 
poor results of the attempt to export raw silk. The 
woven goods program has shown results. The prin- 
cipal fabric has been habitai, a cheap weave which 
has enjoyed success mainly as material for women’s 
printed scarfs. Cheap labor costs in Japan have made 
its marketing feasible while rayon finished goods in 
this country were scarce and high in price. More 
than 14 million square yards of silk goods were im- 
ported in 1947, of which habitai accounted for a sub- 
stantial or major portion. The supply is reported 
to be oversold at this time. Imports from Japan were 
about as large as in 1939, and that country was by far 
the leading source in both periods.1 Since American 
weaving costs cannot be brought down to compete 
with these cheaper fabrics, this development directly 
helps silk weaving in Japan, but not in this country. 
To the American silk-importing trade, it merely 
offers encouragement that markets for domestically 
woven silk are there if weavers produce it at reason- 
ably competitive prices. 

Most of the woven silk from Japan arriving in 
1947 was judged dutiable at 55% a pound ad val- 
orem. These are now being classified in a group 
which, according to the Geneva tariff and trade 
agreements, makes them dutiable at 25%. Prices of 
the cheaper weaves are now down to the rayon brack- 
ets, but they are largely inferior fabrics. 

Broad-woven silk production, at its peak in 1927, 
amounted to 513 million square yards, including silk 


Other countries, of course, are major suppliers for particular 
weaves. 


Production of Silk Broad-woven Goods! 
Source: Bureau of the Census 
Thousands of linear yards 


1946 


First quarter........... First quarter.......... 3,089 
Second quarter......... Second quarter....:...] 2,022 
"Third quarter ...: 2... Third quarter......... 1,637 
Fourth quarter.........| 3,753 || Fourth quarter........ 2,240 

Total. a.sogecrbiasts ct Total casyyaatpeacier 8,938 


Includes only 100% silk fabrics in first and second quarters of 1946. Includes a 
small proportion of mixed fabrics containing from 51% to 99.9% silk thereafter. 


mixtures. By 1939, it was down to 69 million linear 
yards. Production in 1946 and 1947 amounted to 
about 13% of the 1939 totals (See table), and 
has been largely declining since the end of 1946. 
Probably a good proportion of present output is 
going into tie silks, about the only field where silk 
has not lost out completely. Silk prints well and is 
wrinkle resistant, while the yardage and labor costs 
of a tie are relatively small. 

If silk goods can ever be produced at more reason- 
able costs, it is thought that part of the relatively 
substantial prewar market in women’s lingerie could 
be redeveloped. A good portion of prewar silk goods 
probably went into these products. The strength 
and excellent washing and ironing qualities of silk 
are important in these products which may be mar- 
ketable even at retail prices twice as high as for rayon 
lingerie. 


LOOKING FOR MARKETS 


What other markets are left to silk? A small hosiery 
market, principally in the heavier service weights, 
may continue to exist. A few consumers are allergic 
to nylon or dislike its coolness, but the main demand 
is from older women who still prefer silk. A small 
market for luxury-class dresses, lingerie, and dressing 
robes, as well as for linings, where the prestige, or 
the warmth-retaining and other qualities of silk make 
it desirable, might be reestablished. Other uses may 
be developed. It is reported, for example, that type- 
writer ribbons are now being successfully made from 
silk. With few exceptions, such as custom-made up- 
holstery fabrics, the more complex labor-consuming 
weaves will be imported, as they were before the war. 
Thus, there is a possibility of a silk market from the 
viewpoint of end uses. At present, however, recent 
price behavior and marketing experience, the profit- 
ability of other textile production, and high cloth 
conversion costs present an economic environment 
unfavorable to the resumption of silk weaving on 
any significant scale. 

The chances of gaining in these markets depend 
on two factors. First, the price must be kept within 
bounds and fairly stable, as is assured for at least 
the balance of 1948. Second, weavers must be willing 
to handle silk as a raw material. The automatic 
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loom, now widely used in cotton and rayon weaving 
mills, is not suitable, and much machinery adaptable 
to silk has been scrapped. Silk throwing (imparting 
a twist to the yarn) is more costly than rayon throw- 
ing and also requires suitable machinery. The lack 
of uniformity in silk fibers means more difficult and 
careful work by labor, more production problems and 
less yardage output per unit of time and resources. 

Of the little silk woven today, the bulk is prob- 
ably being made in smaller mills where adequate silk 
machinery still exists. The textile trade at large says 
it has no interest in the fiber. Some may go in for 
a quick operation here or there when, situations are 
favorable, but no more than that is foreseen at this 
time. 

Silk importers hope that the weavers are not as 
adamant as they sound. If a small, comparatively 
stable market appears, the silk men argue that weav- 
ers will run silk as a more steady, but minor, side- 
line. With the bulk of the hosiery market definitely 
lost, consumption of raw silk will probably never 
reach even the 1939 level. Were all factors to de- 
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velop favorably, including a medium-priced lingerie 
market, the raw material consumed in the 1939 out- 
put of 69 million linear yards of broad woven goods 
might roughly gauge the upper limit of consump- 
tion. 

In the first quarter of 1948, apparent disappearance 
of raw silk for consumption totaled 13,306 bales, Jan- 
uary accounting for 44% of the amount. For the 
first quarter of 1947 the figure was 5,174 bales. Silk 
importers hope for a market of 40,000 bales during 
the entire year. This would be better than 5 million 
pounds (at 132 pounds a bale), about double 1947 
consumption but less than the 6,500,000 pounds con- 
sumed in 1946, and about 0.1% of domestic fiber 
consumption. 

Silk’s highest share of total domestic fiber con- 
sumption was in 1930, when it accounted for 2.5%, 
while the greatest consumption—a total of 81 million 
pounds—occurred in 1929. 


Lawrence A. Mayer 
Division of Business Economics 


Inflation Without More Money 


RANSACTIONS settled by checks drawn on 

demand accounts were at an all-time high in 1947. 
They exceeded the peak war year 1945 by 19%. They 
were 9% higher than the previous record peace year, 
1946. The 1929 record, which stood unbroken for 
fifteen years, was exceeded last year by 22%. 

All this is true despite the fact that the decline in 
the volume of demand deposits which began in 1946 
continued last year at an accelerated pace. The ex- 
planation is found in an increase of 17.5% in the rate 
at which depositors made use of their funds, or more 
technically, in the turnover rate. 

Yet in 1947 this rate of turnover of demand depos- 
its was only about on a par with 1942, which in turn 
was lower than that of any preceding year from 1919 
when the record begins. It was less than a third that 
of 1929; appreciably less than half the average of the 
rates for the years 1919 through 1929; and appreciably 
below that of 1939. 


WATCH TURNOVER 


Facts such as these give emphasis to the circum- 
stance that inflation may develop with a stable or 
even a declining money supply. They serve as a 
reminder of how easily rising turnover may blot out 
the effects of steps taken to stabilize or reduce the 
supply of money. Such suggestions appear to be par- 
ticularly apropos at times such as the present when 


the supply of money is of an order of magnitude quite 
different from that of any year prior to World War II. 

Since 1919, when relatively complete and accurate 
data on these subjects first became available, there 
have been two periods when bank debits rose rapidly 
to extraordinary peaks. The one came to a crest in 
1929, and the other began roughly with the outbreak 


Chart 1; Bank Check Transactions, Actual and 
Hypothetical, of Commercial Banks 


Sources: Federal Reserve; Tok CONFERENCE BoarD 
Billions of Dollars 


0 
(919 1924 1929 1934 1939 1944 1949 


Note: Demand deposits exclude interbank deposits and collection items. “Actual 
debits” as shown in this chart are those actually reported as having been made to 
those accounts. The other two curves show debits as they would have been had the 
turnover rate equaled the average for 1919-1929 and for 1930-1939, respectively, 
total deposits remaining as reported. 
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Table 1: Demand Deposits, Debits to Demand 
Deposit Accounts and Turnover Rates, 1919-1929 
and 1933-1947 


Sources: Federal Reserve; Taz CoNFERENCE BOARD 


Annual Debits to 
Year Turnover | Demand eee 
Rates Deposits 
1919-1929 =100 


ROLO SS cn Fae eteing- av cepa see 91.4 4 90.2 
92.4 2 96.6 
85.1 TT 85.2 
89.3 78.1 88.5 
89.0 82.9 94.1 
89.8 86.5 97.5 
94.8 99.2 106.0 
98.4 105.5 108.4 

107.0 115.2 109.0 
122.2 135.4 112.0 
139.9 155.8 112.6 
1933-1946 =100 
132.0 36.4 
129.6 41.8 
122.7 49.3 
121.7 57.0 
191-7 59.0 
106.4 58.6 
99.5 65.6 
91.1 75.9 
95.6 87.8 
88.2 108.8 
79.8 147.6 
71.9 183.0 
66.5 215.4 
73.4 213.8 
86.2 198.4 


Average of demand deposits at call dates in each year. Interbank deposits and 
collection items are excluded. 
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of World War II in 1939. During the latter half of 
the first period when extreme positions were reached, 
it was very largely a matter of rising rates at which 
demand deposits were being employed; the latter 
throughout its entire course prior to 1946 defied a 
falling rate of turnover, and fed wholly upon a grow- 
ing volume of deposits. (See Charts 2 and 3, and 
Table 1.) 


SOME STARTLING FIGURES 


The increase in deposit turnover in 1947, plus the 
fact that demand deposits today, despite the decline 
of the past two years, still stand well above the $85 
billion mark, raises some interesting questions as to 
what could and would happen to bank debits with 
a return to what used to be regarded as normal turn- 
over rates.? 

To throw some light on this question, the figures 
in Table 2 have been prepared and the results set 
forth in Chart 1. First, total debits to demand deposit 
accounts in all commercial banks from 1919 through 
1947 as estimated by the Federal Reserve are shown; 
second, total debits as they would have been had 


1There was a tendency for such deposits to rise during the last 
half of 1947, although deposits appeared to have reached ‘at least a 
temporary peak early in 1948. 


deposits remained as reported but had the rate of 
turnover each year equaled the average for the period 
1919 through 1929; and, third, total debits as they 
would have been with deposits as reported but with 
turnover each year what it averaged during the dec- 
ade immediately preceding the beginning of World 
War II. 

The figures are startling. Debits to demand de- 
posits in 1947 totaled $1,512 billion; had these de- 
posits been utilized at the average rate from 1919 
through 1929, these debits would come to $3,309 bil- 
lion—that is, to a point substantially more than twice 
that of the highest year on record! Had turnover 
rates equaled the relatively low levels of the decade 
immediately preceding World War II, debits to de- 
mand deposits would have come to $2,333 billion— 
or not very far from double those of the feverish year 
1929, or the last and most active war year of 1945. 

The relationships shown in Chart 3 are of special 
interest. This chart shows a continuous rise in de- 
mand deposits from the opening of the banks in 1933 
through the last war year 1945. In the earlier years 


Table 2: Demand Deposits, Debits to Demand 
Deposit Accounts and Turnover Rates, 
All Commercial Banks, 1919-1947 
Sources: Federal Reserve; Taz ConrrrencE Boarp 
Amounts in Billions of Dollars 


(Hypothetical) to 

Annual |. Total |Demand Soe 

Year Demand | Turnover|Debits to) 
Deposits} Rate | Demand 

Deposits | 1919-29 | 1930-89 


Turnover| Turnover 
Rate Rate 


TONG. Sec see tere te 18 | 35.0 646 708 499 
BOZO. ini eae eles ater ee 20 | 35.4 700 758 535 
M991... £88 ceteris hates 17 | 32.6 569 669 472 
RE 5. Se one 18 | 34.2 620 695 490 
tt  BRSeR re tan aene 19} 34.1 658 738 521 
OPA: Tira ebge tt hehe 20 | 34.4 687 766 540 
O85 os. 6.4 since Ried ste stares 22 | 36.3 788 832 586 
MOG is anracesss asa eet orale 22 | 37.7 838 851 600 
ODT ins se mie a ranea we ae 22) 41.0 915 856 603 
OSB 555 ed Miele ahh Ie 23 | 46.8] 1,075 879 620 
UU A A SO eS ok 28 | 53.6 | 1,237 884 623 
MOBO ss cists ces sats Setoteets 22 | 40.4 892 846 596 
LOS) Fc a. SHG dala 20 | 33.2 658 759 535 
VOS2. fseumitean su at Peel 17 | 27.3 456 640 451 
LOSS 5 to acters Mec s hclaneae 16 | 26.8 424 607 428 
1984 Joc. eiwniee te vem 18 | 26.3 479 698 492 
NOSE sos ishsnpa sts etki 21} 24.9 534 823 580 
LOBE Fo s.0t.< 5 nies tee ese as 25 | 24.7 614 950 670 
LOST re ees Atinrcivemres ate 2 | 24.7 635 985 694 
LOSS: chped aonieteaten 2 26} 21.6 551 977 689 
LOS Oo causes es pet! 29 | 20.2 577 | 1,093 771 
LG40) Sites cree eee 33 | 18.5 611 | 1,265 892 
VOW cee aisiesuelee Hewes 38 | 19.4 740 | 1,464 | 1,032 
1049 Bah. enc ae e vag 47} 17.9 848 | 1,815 | 1,280 
TODAS gh cs ae ae ae 64 | 16.2 | 1,042 | 2,463 | 1,736 
TOS |, ci a 5s ae oe RS ore 80 | 14.6 | 1,163 | 3,053 | 2,152 
ORs. .ccqmenterectae ators, ae 94 | 13.5 | 1,266 | 3,593 | 2,533 
VOAG, f0SU. Sealer cet cain 93 | 14.9] 1,887 | 3,566 | 2,514 
MOAT castiatno sees <aendee 86 | 17.5 | 1,512 | 3,309 | 2,333 


Nore: The last two columns in this table assume deposits to have been what they 
actually were but that these deposits were utilized at the rates indicated. Demand 
deposits exclude interbank deposits and collection items. 
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of this period, the increase in demand deposits was 
more or less planned, with the expectation on the 
part of many that through this type of reflation the 
depression could be ended and unemployment ban- 
ished. Whether such improvement as occurred was 
in any way connected with this expansion in bank 
deposits is a controversial question. In any event, 
after 1937—and in some degree even prior to that 
year—any influence which enlarged deposits had 
upon total debits was substantially offset by an al- 
most continuous decline in the rate of turnover. In 
brief, two aspects of this situation emerged, one of 
them the amount of money in the hands of the pub- 
lic and the other the rate at which this money was 
utilized. The enlargement of the one was in this pe- 
riod accompanied by a decline in the other. 

This trend persisted after our entry into World 
War II. A number of explanations have been offered 


Chart 2: Bank Check Transactions oat Deposit 
Turnover of Commercial Banks 


Sources: Federal Reserve; Taz Conrmrence Boarp 
Index Numbers, 1919-1929 =100 


(60 
; nuns ie 


TO bea ses 


DEMAND PPO e ase 
= ay 


60 
1919 “20 ‘23 “29 = 1930 


Note: Demand nae exclude interbank shies and Tats items. The 
same exclusions are made in the debit figures. 


Chart 3: Bank Check Transactions and Deposit 
Turnover of Commercial Banks 
Sources: Federal Reserve; THz CoNFERENCE BoarD 
Index Numbers, 1933-1946 =100 
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Note: Demand deposits exclude interbank deposits and collection isto he 
same exclusions are made in the debit figures. 
for the trend during these years. Consumer goods 
were unavailable in customary amounts. Patriotic 
impulses were exploited by the government to per- 
suade individuals not to make full use of their unac- 
customed incomes. Rationing curtailed expenditures. 
For various reasons, most individuals contracted the 
habit of keeping larger sums of ready cash in hand 
as a matter of convenience. A number of observers 
had expected the end of the war to bring a fairly 
sharp reversal of this trend. A modest increase did 
occur in 1946 as consumer goods came in larger 
amounts into the markets. A still sharper rise is now 
reported for 1947, 

A continuation of this upward trend would obvi- 
ously render more difficult the task of controlling 
prices and other aspects of the economy. 


FREDERICK W. JONES 
Division of Business Economics 
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Areas of Food Crisis 


HE WORLD is still in the grip of a food crisis 

despite a slight improvement in production over 
last year. Total world production is below prewar 
levels and a 10% increase in population in the past 
ten years has served to further a decline in per capita 
consumption. 

Extreme conservation precautions will have to be 
taken in certain areas to maintain even the present 
reduced ration schedules till next year’s crops are 
harvested. The crop picture looks better for the 
1948-1949 season, but, even under the best of circum- 
stances, food consumption will still be below prewar 
levels in the critical areas. 

In general, there are three main reasons for the 
current critical food shortage: a decline in food pro- 
duction because of adverse weather conditions in 
1946-1947; increased consumption in export areas; 
and population growth. 

Two major areas of acute food shortage exist today 
—Europe and the Far East. The immediate problem 
in both these areas is to increase the amount of food 
available by producing more or by importing more. 
For much of Europe this is an acute problem; for 
much of Asia it is an aggravation of a chronic in- 
sufficiency. 


FOOD FOR EUROPE 


In Europe, the coincidence of an extremely bad 
winter followed by a drought during the summer had 
a disastrous effect upon the production of grains for 
bread. The wheat crop had increased from 985 mil- 
lion bushels in 1945 to 1,310 million in 1946. The 
1947 crop is estimated at only 1,015 million bushels, 
a 23% drop in production since 1946 and over half 
a billion bushels fewer than the prewar 1935-1939 
average. In 1947, rye was 15 million bushels below 
the 1946 total of 510 million bushels and 35% be- 
low the prewar average. 

In the Soviet Union, approximately 10 million more 
acres were planted in rye in 1947 than in the prewar 
period, giving this country a crop estimated at 920 
million bushels, or roughly 60% of the world’s pro- 


1In the prewar period, more than half the world was existing on 
an average of less than 2,250 calories per day. This group included 
most of Asia, part of the Middle East, all of Central America and pro- 
bably parts of South America and Africa. A food survey conducted 
by the Food and Agriculture Organization of the United Nations con- 
cluded that “‘it is evident that about half of the world’s population 
was subsisting before the war at a level of food consumption which 
was not high enough to maintain normal health, allow for normal 
growth of children or furnish enough energy for normal work.” United 
Nations Food and Agriculture Organization, “World Food Survey,”’ 
July 5, 1946, p. 8. 


duction. Its wheat crop was estimated at 875 mil- 
lion bushels, which would be an increase of 95 million 
bushels over the previous year, although still about 
29% below that country’s average prewar crop. 

Record harvests of wheat in the United States and 
Australia were largely responsible for keeping the 
total world crop from falling below the 1946 figure. 
It is estimated that the world’s bread-gain production 
in 1947 totaled 5,790 million bushels of wheat and 
1,490 million bushels of rye. This is 15 million bush- 
els of wheat and 50 million bushels of rye above the 
1946 crop, but is 3% and 14% below the average of 
1935-1939 production. 

The greatest declines in bread-grain production 
have occurred in the import areas. Although the 
United States, Canada, Australia and Argentina, as 
a group, increased their combined production of 
wheat 48%—from an average of 1,463 million bushels 
in the 1935-1939 period to 2,164 million bushels in 
1947—their consumption in these areas absorbed 
some of this increased production. It is estimated that 
as a result of full employment 8% more people in the 
United States have been consuming 20% more meat 
and 16% more of all foods per capita than before 
the wart The volume of food moving in interna- 
tional trade to deficit countries has declined more 
than total production. Net exports are estimated at 
only 80% of their prewar totals. 

In Europe, the extremely short supply of bread 
grains in the past few years has caused a certain 
amount of shifting of coarse grain from animal feed 
to bread grains.” This year, however, an extremely 
short corn crop, caused by a severe drought, will cut 
off a substantial amount of this supply. The world’s 
corn crop in 1947 has been estimated at 4,830 million 
bushels, about 9% below the record 1946 crop. The 
shift in the use of coarse grains necessitated the 
slaughtering of more meat animals in Europe than 
would otherwise have occurred, further depleting 
herds which already had been drastically reduced by 
the war. This increased meat consumption somewhat 
during 1947. Meat production in Europe is roughly 
two thirds of the prewar average. 

The increase in population has had a tendency to 
aggravate the decline in per capita food production. 
It will continue to have a deterring influence on a 
return to something like prewar standards. Western 


1Speech by William I. Myers, Dean of College of Agriculture, 
Cornell University, Feb. 28, 1948. 

*Coarse or feed grains consist of corn, oats, barley and sorghum 
grains. 
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European food production in 1950-1951 is expected to 
be approximately equal to the prewar 1934-1938 av- 
erage. But population will probably be about 11% 
greater. These figures would indicate a reduction in 
per capita food production of about 10%—probably 
20% in western Germany and about 5% in other 
“Marshall plan” countries as a group.1 

The expansion of production to give an adequate 
supply of food to the population in the critical areas 
presents several problems. The supply of agricultural 
machinery, though increasing, is still short of demand. 
There is also a general shortage of fertilizer. Farmers 
in some areas have lacked incentive to increase pro- 
duction because the depreciated currencies will pur- 
chase little of the scarce, high-priced goods on the 
market. A substantial part of the total production 
is disposed of on the black market. As an example, 
the military governor of Bavaria has estimated that 
between December, 1946, and September, 1947, about 
1,440,000 hogs were illegally slaughtered. : 

Population projections indicate a slowing down in 
the growth of population in Europe in the near fu- 
ture. Northern and western Europe may have ex- 
perienced their greatest population increase and may 
actually have a declining population in the near fu- 
ture. Eastern and southern Europe still have growth 
potential. In general, it does not seem likely that 


1President’s Committee on Foreign Aid, “European Recovery and 
American Aid,” Nov. 1947, one volume edition, p. 42. 

*See “Population on the March,” The Business Record, March, 
1948, p. 117. 


Table 1: Production of Wheat and Rye 
Source: Department of Agriculture 


Average 


Area 1935-1939 


1947! 


Wheat (thousands of bushels) 


World total......... 5,997,000 | 5,720,000 | 5,775,000 | 5,790,000 
North America... .| 1,086,000 | 1,440,000 | 1,581,000 | 1,722,000 
United States.... 758,629 | 1,108,224 | 1,153,046 | 1,364,919 
Canada. . 312,399 318,512 413,725 340,758 
Wiexico....2..... 14,284 12,741 13,558 15,616 
Barope*. 2... os. s. 1,588,000 985,000 | 1,310,000 | 1,015,000 
LSS eee 1,240,000 n.a. 780,000 875,000 
Asia... .| 1,483,000 | 1,515,000 | 1,575,000 | 1,510,000 
South ‘America 280,000 203,000 264,000 305,000 
(Mi 143,000 88,000 140,000 130,000 
Oceania........... 176,873 147,849 122,630 | 232,500 
Rye (thousands of bushels) 
World total. ........ 1,730,000 | 1,845,000 | 1,440,000 | 1,490,000 
North America... . 54,108 29,840 27,690 39,194 
United States.... 44,917 23,952 18,879 25,977 
i ae 9,191 5,888 8,811 13,217 
Hurope’...........- 763,000 452,000 510,000 495,000 
USES 885,000a) n.a. 860,000 920,000 
Asia. . 14,301 8,896 18,200 15,700 
om ‘America. . 9,771 11,535 21,739 14,000 
Braet ila avs ander 794 836 1,349 1,711 


Nore: Estimated totals, rounded to millions. 
tRevised estimates for Northern Hemisphere countries; for Southern Hemisphere 


Europe will again see a period of tremendous popula- 
tion growth, such as in the past century, which might 
tax food production facilities. 


THE FAR EAST 


The problem of food scarcity in the Far East is not 
of recent origin. It is a chronic difficulty which seems 
to have plagued this area throughout history. It has 
been aggravated by a shortage partially caused by 
war destruction. War damage resulting in disruption 
of transportation, destruction of storage facilities and 
shattering of irrigation systems caused a sharp drop 
in rice production, the primary food of two thirds of 
the more than one billion people in this area. 

Of a total rice crop of 117.3 million tons in the 1935- 
1940 period, 112 million tons, or 95%, was produced 
in Asia. Only four countries, French Indo-China, 
Siam, Burma and Korea, exported significant amounts 
of rice before the war. Rice exports were only 7.5% 
of the total production, most of which stayed in 
Asia. Estimates for the crop year 1947-1948 indicate 
a world rice crop 5.3% below the prewar average. 
Production declines have been very sharp in the 
export areas, causing an estimated decline in exports 
of about 72% from prewar totals. 

A rise of 94 million persons in Asia in the decade 
preceding 1946 was a causal factor in a significant 
decline in per capita consumption of rice in the pre- 
war period. 

The accompanying table shows the prewar decline 
in per capita rice production. 


Table 2: Asiatic Rice Production 


\Source: V. D. Wickizer and M. K. Bennett, “Rice Economy 
of Monsoon Asia” 
Index Numbers: 1921-1925=100 


Period Pos Population Ahigodt ry 
1921-1925. . 100 100 100 
1926-1930. . 100 106 94 
1931-1935.... 106 113 94 
1936-1940............... 107 120 89 


The immediate problem is essentially the neces- 
sity of increasing rice production. Substitutes for 
rice in the Eastern diet are few. The abject poverty 
of an overwhelming majority of the population causes 
rice to take a disproportionate place in the diet. When 
rice is scarce the people starve. 

There are many difficulties in the way of increas- 
ing the production of rice in this area. Nearly every 
possible arable acre is now planted in rice, leaving 
little land available for pasture. This rules out meat 
and dairy products as a substitute source of food. 
Increased use of fertilizer and better grades of rice 
seed would undoubtedly help toward the desired end. 
Improved handling of the crop, more effective milling 
methods, modernization of marketing practices which 
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are centuries old—all of these would make more rice 
available where it is most needed. The construction 
of adequate communication and transportation fa- 
cilities would make large-scale movements of rice 
from the growing area to central markets practical. 
The Food and Agriculture Organization of the 
United Nations has estimated that neither in China 
nor in India, the two largest producers and consum- 
ers, are there substantial areas that could be brought 
into rice production by individual farmers. Any im- 
portant extension of the crop area would require 
public reclamation projects. Few Eastern govern- 
ments are in a position to institute such action today. 
India, which had a fairly well-established distribution 
system, has been disrupted by partition. China is in 
the midst of a civil war. The Dutch East Indies have 


been in rebellion. Korea has been partitioned, with 
the surplus food area to the north in the Russian zone 
and the deficit area in the south in the American 
zone. 

The answer to the problem for Asia seems to be 
increased productivity. “In the case of India, for 
example, it has been estimated that per acre yields 
of grain could be increased 30% in ten years—5% by 
the use of improved varieties, 20% by manuring, 
and 5% by protection against pests. Subsequent 
improvements, it is estimated, would probably bring 
the total increase to 50%.” 


JosepH §, ZEISEL 
Division of Business Economics 
1“World Food Survey”, op. cit., p. 20. 


As Furniture Buying Goes— 


HE FURNITURE industry recorded an all-time 

peak in production, employment, and wages in 
1947. Shipments of wood household furniture quad- 
rupled the 1939 dollar volume. Higher prices, to- 
gether with a larger proportion of furniture sales in 
the more expensive lines, also contributed to larger 
dollar volume of shipments in 1947. 

In February, 1948, furniture shipments were 2% 
above January and 21% above February, 1947. New 
orders fell 42% from the January level (the same 
percentage drop occurred in February, 1947) but 
were 17% greater than in February, 1947.1 A'though 
complete March data are not yet available, many 
retailers have indicated that March business ex- 
ceeded the dollar volume reported for March, 1947. 

Seidman & Seidman. 


Table 1: Wholesale Prices of Furniture 
Source: Bureau of Labor Statistics 
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According to one survey,! March sales of indepen- 
dent furniture stores was above the same month in 
1947 in all sections of the country except New Eng- 
land, where there was a marked drop. Although fur- 
niture prices have advanced significantly during the 

1Conducted by the National Furniture Review. 


Table 2: Employment, Hours, and Earnings in 
the Furniture Industry! 
Source: Bureau of Labor Statistics 


eter? | Dollars ) (Cents 
sands) 

VOSO: Raith gsyPienis ase oe 177.9 | 20.51 38.9 53.0 
TGAO) fp Mh, 0 cava Rteitee a «whee eis 187.0 | 21.36 39.3 54.7 
1O4Y Gh. LESS: .  crheeets 213.3 | 24.65 41.4 59.8 
TO49 SS soc BRAS eee 205.5 | 28.27 41.8 67.9 
1943.474....4 RRR J: 3 ceee Sen 200.0 | 33.54 44.1 76.4 
TOSS: AES. ...ds Sepang ss cicke Pein 190.9 | 36.64 44.1 83.4 
TDAGS A55..0:5. SR AS. <tr 183.0 | 37.42 43.1 87.0 
1946, ics ct ba MAPS. oS SSR 210.6 | 39.97 41.6 96.2 
TORT. ORE . od, tei hcas imate 233.1 | 45.42 41.7 | 109.0 
LOST Samuarys <vie ism cainctestecns 230.1 | 43.35 41.5 | 104.6 
February, gc. < os cece 235.1 | 44.20 | 42.0 | 104.9 
Marehi, x. 00% tion cei 233.6 | 44.33 41.9 | 105.9 
April. Scwysetan.aish evens tats 229.2 | 43.99 41.4 | 106.4 

MAY. to ciensatc's cetera anes 225.9 | 44.21 41.2 | 107.4 
NC 2 di ccj00. tes Sree elem eee 227.0 | 45.04 41.6 | 108.5 

Mibyi2 «steerer ae aie 223.9 | 44.12 40.9 | 107.9 
PAULUS crear ae OS a aac saan 230.3 | 44.58 41.0 | 108.9 
September 7.7.7. casas sek 233.1 | 46.24] 41.4] 111.7 
October. oon nae orth ecco are 238.6 | 47.76 | 42.3 | 118.0 
INOVemt ber a ic oan eee eis 243.6 | 48.07 | 42.3 | 118.7 
December.ots. .svecasy cren 246.8 | 49.10 42.9 | 114.5 
1948: January. soon: hee 248.6 | 48.62 42.3 | 115.1 

1In this tabulation the furniture industry includes establishments in the 


manufacture of household furniture, upholstered and nonupholstered; o and res- 
taurant furniture; public-building furniture and seats for public conveyances; labo- 
ratory, hospital, and other professional furniture; partitions, shelving, cabinet work, 
and office and store fixtures; and fabricated wooden store fronts. 


April, 1948 


BUSINESS RECORD 179 


Chart 1: 


Indexes of Furniture Production and 
Gross National Product 

Sources: Federal Reserve; Department of Commerce 

Indexes: 1935-1939 Average=100 
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past year because of higher costs for labor and ma- 
terials such as lumber, upholstery fabrics, and steel, 
very few indications of price resistance have thus 
far appeared. 


A BOOMING PERIOD 


The furniture industry, during the past two years, 
has been enjoying the most vigorous business in its 
entire history. In both 1946 and 1947, manufacturers’ 
shipments of wood household furniture exceeded the 
billion-dollar mark. The unprecedented demand for 
furniture since V-J day reflects several factors: in- 
creased residential building following the war; exceed- 
ingly high marriage and birth rates, combined with 
large consumer incomes during and since the war; the 
retarded rate of replacement during the depression 
years. 

By 1945, deferred demand for the industry’s prod- 
ucts had reached such proportions that, despite a 
record-breaking dollar volume of furniture shipments 
in 1946 and 1947, a substantial segment of demand 
has not yet been satisfied. Also, there exists a huge 
area of potential demand among families which have 
doubled up because of the housing shortage. As more 
houses and apartments become available and the un- 
doubling process gets under way, it is expected that 
further demand will be released. 

Furniture production during the war was limited 
by shortages of labor and materials, especially of 
lumber. Federal restrictions on output, the shift to 


war work by some sectors of the industry, and scar- 
city of shipping cartons also were factors. While these 
limitations held production below demand, furniture 
shipments were above prewar levels throughout the 
national emergency period. Even those firms which 
directed a sizable segment of their activity to the 
production of airplane and truck parts and other 
essential war products continued some of their civil- 
ian work during the entire period. For the industry 
as a whole in the war years, nonfurniture war prod- 
ucts comprised from 10% to 20% of total annual out- 
put. 

Since the furniture industry carried on the bulk 
of its usual peacetime work throughout the war, il 
was not confronted with an expensive, time-consum- 
ing reconversion program at the war’s end. 


CHARACTERISTICS OF INDUSTRY 


Since not much capital is required to start a fur- 
niture factory and since there has been no indication 
of substantially greater economy from large-scale 


Chart 2: Manufacturers’ Shipments of Wood 
Household Furniture 
Source: Seidman & Seidman 
Millions of Dollars 


1929 1932 


® PRELIMINARY 


operation, furniture manufacturing is essentially an 
industry of numerous small units. According to one 
estimate, the industry comprises about 5,000 plants, 
80% of which have fewer than fifty employees. 
Although the industry is widely dispersed, with 
plants in nearly all the forty-eight states, North Caro- 
lina, New York, Illinois, California, Indiana, Vir- 
ginia, Pennsylvania, Michigan, Ohio, Massachusetts, 
Tennessee, and Wisconsin are among the heaviest 
furniture-producing regions.1 The South has become, 
in recent years, increasingly important as a furniture- 
producing area with High Point and Lenoir in North 
Carolina as the major centers. The South is engaged 
chiefly in the production of low-priced furniture. 
Proximity to timberlands? and cheaper labor have 


\Furniture Manufacturer, March, 1948, p. 8. 
2While metal furniture has been gaining popularity for office use, 
it has not yet received very widespread acceptance in the home. 
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been important in the growth of the South’s furniture 
industry. 

Furniture business, like other durable goods mar- 
kets, is highly sensitive to general economic activity. 
Purchases fall sharply in depressed years, when re- 
placements are postponed to more prosperous periods. 
H. B. McCoy, director, Office of Domestic Commerce, 
states that “furniture sales are generally among the 
first goods, if not actually the first, to reflect a de- 
crease in buying power and among the last to experi- 
ence a corresponding lift in demand when national 
income is increasing.”? 


Suirtey §. Horrman 
Division of Business Economics 


1“Tong-termJOutlook for Household Furniture,” Domestic Com- 
merce, September, 1946, p. 23. 


Business Forecasts 


Standard and Poor’s (March 29)—“The Administration’s 
new plan of action for meeting the Russian threat may 
bring about some far-reaching changes in the nation’s 
economy, as well as in the security markets. It is too early 
as yet to determine whether the business recession forecast 
for the final half of the year can be averted, but it is now 
quite obvious that any setback will be of much more limited 
proportions than had previously been indicated.” 

Business indicators for 1948 estimated by Standard and 
Poor’s based on Department of Commerce and Federal 
Reserve data (released April 7): 


p.1947 ¢.1948 
Gross national product (billion $)......... 230 240 
National income (billion $)............... 203 210 
Personal income (billion $)............... 197 205 
Disposable income (billion $)............. 175 187 
Consumer Spending (billion $)............ 164 177 
Industrial production (1935-39=100)...... 187 186 


p. Preliminary 


A. W. Zelomek, economist, International Statistical Bu- 
reau (March 23)—“Until a few days ago, a recession in busi- 
ness activity had been developing. The international crisis 

. . has already begun to modify this pattern. . . . The 
period of deflation has again been deferred.” 


Barron’s (March 29)—‘President Truman’s call for greater 
military preparedness . . . in the long run will tend to 
strengthen the prices of most commodities. . . . Buyers are 
going to think twice now about shortening commitments 
any further, particularly in the metal goods.” 

Earl O. Shreve, president, United States Chamber of 
Commerce (March 11)—‘The unfilled orders are big enough 
to keep the wheels going in gear for months to come. The 
demand for housing, commercial building, transport equip- 
ment and many other kinds of goods provides strong props 
for business underneath the froth of inflation and inven- 
tory buying.” 

Joseph Earl Perry, president, Newton Savings Bank of 
Newton, Massachusetts (March 15)—“Presently the worst 


e. Estimated 


of the inflationary period will abate, and we shall find our- 
selves overproducing and in the throes of a deflationary era.” 

Marcus Nadler, New York University (March 15)—‘Evi- 
dence is accumulating that the inflationary boom is gradually 
coming to an end.” 


Industry Forecasts 


Department of Agriculture—Moderately less food will be 
consumed in 1948 than the near-record amount of 1947, but 
more than in any year before 1945. Demand for all manu- 
factured dairy products will be strong in coming months 
and export demand for some items will stay at a high level. 
Prices of most dairy items will decline below present levels 
as output increases seasonally, but are likely to continue 
above a year earlier. : 

J. Frank Grimes, president, Independent Grocers Alliance 
(as reported March 22)—Drastic cuts in food prices within 
the next six to eighteen months. One hundred pounds of po- 
tatoes may cost $1.16 in January, 1949. They now sell for 
$5.50. 

A. M. Strong, vice president, American National Bank and 
Trust Co. of Chicago (March 16)—‘1947 was a record year 
[in foreign business] and we can look forward to as good a 
business in 1948. . . . Approximately $19.5 billion will be 
available to foreign countries in 1948 for their purchases 
of goods and services in the United States. Our total 
imports will probably amount to $8.5: billion.” (In 1947, ex- 
ports totaled $19.6 billion and imports $8.3 billion.) 

Ernest T. Weir, president, National Steel—“The heavy 
demand for steel has not diminished and we anticipate that 
this rate of demand will continue through 1948.” 

Joseph L. Eastwick, president, James Lees & Sons—“Pres- 
ent high carpet demand promises to exceed supply for some 
months hence.” 

Paul E. Burbank, general manager, National Stationers 
Association—“There is a very hopeful note in the trade 
generally that business has not caught up with its needs.” 

American Paper and Pulp Association—“Paper and paper- 
board production is expected to rise almost 5% in 1948 to 
22 million tons. Domestic production requirements by 1955 
are expected to reach 25 million tons, and 5 million tons 
are expected from the import market. This would mean 
400 pounds per capita consumption for a population of 150 
million. Per capita consumption currently runs around 
350 pounds.” 

Department of Commerce—“The paper market situation 
seems to be adjusting itself in an orderly manner as supply 
catches up with demand and buyers become more critical 
and cautious of both quality and prices.” 

National Shoe Manufacturers Association—“A cut in the 
level of production of approximately 5% for the balance of 
the year would be required to balance production with pre- 
war per capita consumption requirements and it is doubtful 
that per capita consumption is as high today as it was before 
the war.” 

D. E. Ahrens, general sales manager, Cadillac Motor Car 
Division of General Motors—“There are no signs of ‘soften- 
ing’ in the luxury car market so far as Cadillac is concerned.” 


Rosr Nawicu 
Division of Business Economics 
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Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1948,” pages 72, 73) 


Item 


Industrial Production 
Total (FRB) (S 


ee ey 


[umber rst. crc eee s ce: 


Machinery (FRB)............ 
Transportation equip. (FRB). . 
Automobiles, factory sales**.. . 
Nondurable goods (FRB) (S).... 
RCOULON? chic. Bak ws te sgaars)airteyet 


Rayon yarn’... essa. ch eons 
Food prod., mfd. (FRB) (S)... 
Chemicals (FRB) (S)......... 
Newsprint, North American. .. 
WADED rece elec tops aie ae: 62 
PAP CP DOBLE ie <;< ceetaes chemists = 
Boots and shoes*.............. 
Cigarettes (small)*............ 
Mining (FRB) (S)............... 
Bituminous coalr............. 
anthracite. 2. sec sekiyiteiess «3 
Crude petroleum‘............. 
Electric power’. ...............05 
Wonstruction®. 0s. os <. ee tx sc 3.23 
Heavy engineering—Public’........ 
Heavy engineering—Private’....... 


Distribution and Trade 
Carloadings, total. .............. 
Carloadings, miscellaneous**........ 
Retail trade (NICB) (S)r.......... 
Department store sales (S)......... 
Variety store sales (S)r............ 
Rural retail trade (S).............. 
Grocery chain store sales (S)*r...... 
Magazine advertising linage........ 


Commodity Prices 
All commodities (BLS)*...:........ 
maw materials. .ceho. es sees ok 


Manufactured products®.......... 
HATM Products, .oicc0c.cnenacecies 
OOUN Brees: Peis.s nie sie aye oe  , 
Sensitive industrial (NICB)®........ 
Sensitive farm (NICB)®............ 
RECALL DUCES Se he os sio's-a.d scoot hake 


Securities 


Total no. shares traded N.Y.Stock Ex. 
Corporate bond yields (Moody’s). .. 


Financial Indicators 
Bank debits, outside New York City" 
New capital corporate issues........ 
Refunding issues.................. 
Comm., industrial and agric. loans®** 
Total personal income (S)**....... 
Money in circulation, end of month. 


1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. 


Unit 


1935-39 =1¢0 
1935-39 = 100 
1935-39 = 100 
000 net tons 
000 net tons 
net tons 

net tons 

net tons 

000 gross 
million bd. ft. 
1939= 100 
1935-39 = 100 
1935-39 =100 
units 

1935-39 =100 
bales 


million pounds 
million pounds| 


1935-39 = 100 
1935-39 = 100 
short tons 


% of capacity |j 


% of capacity 
thous. of pairs 
millions 
1935-89 = 100 
000 net tons 
000 net tons 
000 barrels 
million kwh 
000 dollars 
000 dollars 
000 dollars 


thousand cars 
thousand cars 
1935-39=100 
1985-89 =100 
1935-39 = 100 
1929-31=100 
1935-39 = 100 
thous. of lines 


1926 =100 
1926 =100 
1926 =100 
1926 =100 
1926 =100 
1926 =100 
1929=100 
1929=100 
1935-89 =100 


1935-39 = 100 
1985-39 = 100 
1935-39 =100 
1935-39 = 100 
thousands 

per cent 


million dollars 
000 dollars 
000 dollars 
million dollars 
billion dollars 
million dollars 


1948 


February 


S33 


So 3)38"s 


P 
Pp 


S's'is's's's 


193 
200 
226 
6,941 
4,838 
93,588 
48,598 
66,784 
n.d. 
n.a. 
153.1 
283 
236 
n.a. 
179 
785,231 
n.d. 
60.7 
158 
256 
427,444 
100.3 
100 
n.a. 
23,349 
155 
48,390 
4,675 
n.a. 
5,326 
681,967 
61,908 
56,753 


769.3 
363.4 
n.d. 
283 
n.d. 
n.d. 
n.d. 
4,175 


160.7 
174.9 
155.2 
154.4 
185.3 
172.4 
158.5 
206.1 

n.d. 


114.2 
119.2 
101.9 
92.6 
22,989 


3.12 


48,500 
545,881 
14,092 
14,637 
n.a. 


January 


r 193 
r 200 
r 228 
7,473 
5,194 
102,314 
r 650,821 
71,505 
8,056 
2,719 
132.9 
r 286 
r 244 
r 305,081 
r 177 
860,202 
57.6 
67.8 
T 158 
255 
464,929 
100.9 
99 
p 40,786 
27,278 
155 
r 55,780 
4,921 
5,283 
5,333 
615,206 
46,885 
41,506 


1717.5 
363.2 
309.7 
r 285 
193.4 
359.7 
350.1 
3,641 


p 165. 
p 183. 
p 167. 
p 167. 
p 199 
p 179. 

165. 

239. 
r_ 190. 
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120. 
126. 
106. 
95. 
27,936 


HOO 


3.12 


56,351 
364,849 
2,590 
14,704 
210.8 


28,018 |r 28,111 


SAdjusted for season variation ‘Shipments *Consumption; cigarette consumption measured by tax-paid withdrawals *Excludes reconstructed government shoes included in 
data prior to 1944 ‘Average daily ‘Average weekly *F. W. Dodge ‘Engineering News-Rec 


MTearte’ | “asarte 
a prrember Mebrancy, 2 Months, 
1948 1948 
192 192 +2.1 +2.1 
198 199 41.5 +1.8 
229 294 +1.8 +2.5 
7,366 7,233 +8.1 +5.7 
5,177 5,015 +6.3 +4.1 
108,816 97,525 4.1 +0.8 
49,337 61,481 -1.0 +5.3 
70,996 69,682 42.4 +0.6 
7,988 8,402 27 .8¢ -0.3d 
2,763 |r 2,917 +7.5c¢ +21.3d 
173.1 147.3 -6.6 -12.9 
288 | r 282 +2.2 42.7 
244 234 +1.3 +3.9 
r 366,939 $05,148 +23.7¢ +65.6d 
173 | r 179 +1.7 +1.1 
753,406 759,498 -6.5 -8.0 
rT 58.6 61.7 -20.1¢ -6.7d 
62.1 62.2 +7.8 +8.3 
Tr 158 | r 158 +1.3 -0.3 
255 | r 251 +2.0 41.8 
463,704 461,448 -1.5 -1.4 
101.5 109.3 -5.3 -3.3 
89 99 2.9 -1.5 
r $9,849 37,982 -0.6¢ -11.5d 
24,799 27,333 -11.3 -7.6 
156 155 4+6.2 +6.2 
54,798 52,689 -6.0 -5.7 
4,863 4,613 +10.3 42.1 
5,337 5,291 +13.1¢ +7.0d 
5,152 4,903 +11.2 +11.1 
625,363 715,108 +54.2 427.9 
57,754 62,493 +93.6 +74.9 
68,092 56,096 0.7 -13.1 
788.8 874.7 -3.6 4.0 
371.9 401.4 +0.6 +0.5 
$11.5 312.0 +13.8¢ +21.1d 
303 301 +6.4 +7.0 
240.4 214.7 +0.4¢ +5.8d 
291.8 $72.5 +14.2¢ +16.1d 
$37.5 8338.1 +19.5c¢ +34.3d 
8,229 4,474 -8.8 -8.4 
163.2 159.7 +11.2 +14.1 
182.0 175.5 412.9 +16.9 
157.9 156.4 +9.2 +11.1 
154.7 152.3 +10.5 +12.9 
196.7 187.9 +8.7 +14.6 
178.4 178.0 +6.4 +10.7 
172.2 173.8 +8.2 +10.7 
235.2 221.7 +11.7 +24.1 
188.4 185.9 +10.2¢ +16.2d 
122.4 123.6 -11.3 -7.7 
129.2 180.8 -10.1 -6.1 
103.9 100.1 -14.2 -10.7 
94.0 97.2 -16.9 -15.5 
35,328 22,489 29.2 -20.8 
3.12) 3.02 +12.2 +12.0 
60,295 51,002 +12.3 +13.6 
926,168 470,278 +202.7 +106.4 
83,127 84,069 —54.4 -87.6 
14,569 14,154 +24.5 +26.3 
r 210.4 204.2 +11.4c +11.1d 
28,868 28,766 -1.0 0.8 


8Grocery and combination chain store sales *Through September, 


verage weekly 
. On April, 1942, levels, the November, 


1947 indexes for All Commodities and Manufactured Products would have been 157.2 and 148.4; December, 160.7 and 150.7; January, 1948, 163.1 and 158.6; February, 158.2 and 


150.3 1140 centers aJanuary, 1947 bPercen 


to 12 months, 1947 ¢Estimated fLess than .05% aati available pPrimary rLo: 


chan, 


, December, 1947, to January, 1948 cPercentage change, January, 1947, to Janu 


, 1948 dPercentage change 12 months, 1946 


si i fle F 4 ng-term revisions—variety and grocery chain store sales; NICB retail trade; new capital corporate 
issues and refunding issues; bituminous coal; lumber; revised data available on request. *Value as traffic indicator subject to variations in length of 


haul and amount loaded 


**New series. Automobile production data discontinued; earlier data on factory sales available on request. Commercial, industrial and bape me loans reported by member banks in 
ally 


leading cities revised 


income payments. Total nga income is current income received by persons from all 


now reported on an index 


to increase and improve coverage; revised data unavailable prior to July, 1946. Total personal income season: o 
sources, exclusive of transfers, Earlier data available on request. Machine tools shipments 
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adjusted at annual rates, replaces national 
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Earnings and Hours 
in Manufacturing 


LTHOUGH hourly earnings of production work- 
ers in the twenty-five manufacturing industries 
surveyed monthly by Tur Conrerence Boarp rose 
from December to January, actual and real weekly 
earnings, average hours, man hours and payrolls all 
declined over the month. The number of employed 
workers was the same in the two months. 

The twenty-seven consecutive monthly increases in 
hourly earnings have brought the series to a new 
peak in each of the twenty-four months from Febru- 
ary, 1946, through this January. The latest average 
was 0.4% greater than that of December and 10.9% 
higher than in January, 1947. Since the work week 
was slightly shorter in January than in December, 


cember and January, the January index being slightly 
below that of December. 


ANNUAL AVERAGES 

Average hourly earnings for 1947 were 12.8% 
greater than in 1946, and weekly earnings were 14.1% 
larger. Both were higher than in any previous year. 
Real weekly earnings, although they were a little 
higher in 1947 than in the previous year, were below 
the averages for the years 1943 through 1945. There 
was also a slight increase in average hours from 1946 
to 1947. Employment, man hours and payrolls were 
all greater in 1947 than in 1946, but all three were 
below the high levels reached at various times during 
the war years. 

Exvizaseth P. ALLIson 
Statistical Division 


Average Weekly Earnings in 25 Manufacturing 
Industries 


Source: Tue ConFrerENcE Boarp 
Index Numbers, 1923=100 


weekly earnings in the first month of 1948 fell 0.3% 
below the peak attained in December, but were still 
higher than in any month before that. Real weekly 
earnings, the measure of actual earnings adjusted 
for changes in the consumers’ price index in terms 
of 1923 dollars, declined 1.1% from December to Jan- 
uary. They were still 1.5% above the January, 1947, 
level. 

Employment rose in each of the last five months 
of 1947, but did not change between December and 
January. The latest index was 2.4% higher than in 
January, 1947, but 15.6% below the record high em- 
ployment of October and November, 1943. Payrolls 
surpassed their wartime peak, however, in both De- 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 
TWENTY-FIVE MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 
Aver: Average 


Av Ave tae kame ae 
Hour Weekly Ours per | “ours per | Hourly Earnings Weekly Earnings es 
Date arnt Earnin Week per | Week per Hours per | f; 4 Total 
ae & | Production| Production : a Po ae? ine Payrolls 
roduction ours 


Actual Real Actual Real Worker 

1947 January............ $1.268 | $51.62 234.4 190.6 194.0 157.7 82.9 127.1 105.4 246.6 
February,..02%2.. 0. 1.279 52.10 236.4 192.7 195.8 159.6 82.9 128.8 106.8 252.2 
IMAP: Santi eines 8 1.285 52.10 237.5 190.2 195.8 156.8 82.5 128.8 106.3 252 .2 
ADTs. cs< 1 deen edas 1.304 52.79 241.0 193.1 198.4 159.0 82.3 128.6 105.8 255.1 
May ac. genet herte 1.329 53.65 245.7 197.2 201.6 161.8 82.1 127.9 105.0 257.8 
PANG: sas a ee 1.347 54.25 249.0 198.6 203.9 162.6 81.9 127.4 104.3 259.8 

DULY. cos caetent st 1.854 53.61 250.3 LOT iti 201.5 159.2 80.7 125.5 101.38 252.9 
August: nhae uate 1.367 54.29 252.7 197.1 204.0 159.1 80.7 126.2 101.8 257.4 
September.......... 1.383 55.96 255.6 196.3 210.3 161.5 82.3 127.6 105.0 268.3 
October seceoeers: ° 1.886 56.60 256.2 195.7 212.7 162.5 83.1 127.9 106.3 272.0 
November.......... 1.395 56.78 257.9 195.57} 213.4 161.8r 82.9 128.8r} 106.8r| 274.9r 
December...........| 1.401 57.54 259.0 193.9 216.2 161.8 83.5 130.1 108.6 281.3 
Annual average....| 1.342 54.27 248.1 195.0 160.3 82.1 127.9 105.0 260.8 

1948 January............ 1.406 57.35 259.9 192.9 160.0 83.1 130.1 108.1 280.4 
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Rate of Price Rise Slowed 


ONSUMERS’ prices climbed to a record high in 

January, according to figures compiled by Tue 
CONFERENCE Boarp. Prices of goods and services pur- 
chased by moderate-income families in the United 
States rose 0.8% from December to January, pushing 
the index up to 134.7 (1923=100), an advance of 
9.4% over the level for June, 1920, post-World War 
I peak. 


Consumers’ Price Index 
Source: Tor ConFERENCE BoarD 
Index Numbers, 1923=100 


(929 194) 1947 1942 1943 1944 1945 1946) 1947 1948 


The 1923 dollar was worth only 74.2 cents in Janu- 
ary. This was a drop of 0.9% from December and of 
8.6% since December, 1946. 

Each major budget category increased over Decem- 
ber, with the exception of housing, which was not sur- 
veyed in January. 

Food prices advanced 1.2% from mid-December, 
bringing the index to its highest level in well over 
thirty years. Prices of veal, bread, lard, cheese, pota- 
toes, string beans, spinach, tea and coffee showed most 
numerous increases. Sharp declines in butter, eggs, 
carrots and cabbage checked the upswing slightly. 
Food prices since V-J day have risen 49.6%, as against 
a drop of 13.7% in the comparable period following 
World War I. 

For the first time since March, 1947, clothing 
showed larger gains than any other major budget 
group, having advanced 1.3% since December. Most 
of the increase was occasioned by rising prices of 
men’s outerwear, footwear and pajamas. Men’s and 
women’s leather shoes continued the upward trend 
begun many months earlier. Nylon and rayon hose 
and rayon slips were higher in many stores. 

The over-all index rose over the month in fifty-nine 
of the sixty-two cities surveyed, the median rise 
amounting to 0.9%. 


Fiorence §. GEIGER 
Statistical Division 


CONSUMERS’ PRICE INDEX FOR THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted Clothing Fuel and Light Purchasing 
Date Average of Food Housing! Sundries Value of 
AmMewe Total Men’s Women’s Total? Electricity Gas Dollar 
Index Numbers, 1923 =100 
1946 December........]_ 128.2 | 149.8a|__ 91.0 )_ 105.8 | 121.0 |) "90.5 | 100.3 | 66.9 | 94.5 / 125.9 | 81.2. 
Annual average*} 113.2 IT7 91.0 99.2 110.9 87.5 98.7 9 119.9 88.6 
1947 March........... 124.8 152.3 91.0 108.2 124.4 92.0 101.4 8 126.9 80.1 
wanes 232! oe. 125.4 153.3 91.0 107.2 124.4 90.0 101.1 6 128.0 79.7 
UE. Sos eee 126.6 155.8 91.0 107.2 124.2 90.1 102.4 4 129.1 79.0 
UBS sis acta, 128.2 159.4 91.0 107.6 124.4 90.7 106.0 .6 129.5 78.0 
September. . 130.2 164.6 91.0 108.4 124.3 92.4 106.5 my f 129.9 76.8 
MICLO DEN. ao tes 3s » 130.9 163.6 94.8 108.9 125.0 92.8 107.1 .8 130.8 76.4 
November 181.9 165.36 94.8 109.7 125.8 93.5 108.1 .8 131.6 75.8 
December........ 133.6 168 .4r 95.5 110.2 126.4 94.0 108.5 8 133.0 74.9 
Annual average‘. .0 108.2 124.7 91.6 103.8 6 
1948 January.......... 6 111.6 128.2 94.9 109.2 9 


Percentage Changes 


Dec. 1947 to Jan. 1948. +0.8 +1.2 +1.3 
Dec. 1946 to Jan. 1948. +9.3 +14.1 +4.9 +5.5 


1Rents surve quarterly, March 15, June 15, Sept. 15, Dec. 15. 
2Includes fuel as well as cleticity and and gas, 
Average of four quarterly indexes, 

ited average of two quarterly indexes and six monthly indexes. 


+1.4 2g) 
+6.0 44. 


+1. . +0.6 Saf 0 +0.8 -0.9 
+8.9 +0.5 +6.4 8.6 
aBased on food prices for December 16, 1946. 


bBased on food prices for November 17, 1947. 
eBased on food prices for January 14, 1948. 
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What Executives Say: 


Businessmen Are Optimistic 


(Summary on page 146) 


PRIMARY PRODUCERS 
Foundries: Good New Order Outlook 
LEVEL OF OPERATIONS 


“First half of 1948 is considerably below last half of 1947 
owing to inability to obtain sufficient pig iron and scrap 
iron.” . . . “First half of 1948 will be larger in production 
volume than during last half of 1947; last half of 1948 is 
expected to equal first half year’s production.” 


NEW ORDERS AND INVENTORIES 


“Current trend and new order outlook are holding up 
reasonably well; the number of cancellations is not signifi- 
cant; we have no inventory of unsold stock.” . . . “Current 
trend for steel castings is toward increased volume . 
lowering scrap inventory.” 


FORECAST OF INCOME 


“We will have less income in first half of 1948 than in 
corresponding period of 1947.” . . . “Outlook for first half 
of 1948 is not so good as was anticipated.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will remain about the same for the balance of the 
year.” . . . “We are restudying individual prices which are 
now too low owing to increased costs of materials.” 


Nonferrous Metals and Products: Decline in Second- 
half Foreseen 


LEVEL OF OPERATIONS 


“First half of 1948 will be higher than last half of 1947; 
we expect a downward trend in the last half of 1948, which 
may possibly be 10% or 15% lower than the similar period 
of 1947.” . . . “First half of 1948 will be substantially the 
same as the last half of 1947; despite the general feeling that 
the trend in the last half of 1948 might be somewhat down- 
ward, it is difficult to find any such direct indication in our 
own position.” . “Shipments will be approximately 6% 
higher in the first six months of 1948 than in the last six 
months of 1947.” “We are busier now than we have 
ever been and do not look for business to slow down.” 


NEW ORDERS AND INVENTORIES 


“New orders are not equaling shipments, so we are grad- 
ually cutting down our backlog of unfilled orders.” 
“Current trend of new orders has been slightly on the down 
side for the last two or three weeks Cancellations were 
heavy during the last half of 1947.” . . . “Cancellations in 
early part of 1948 were light, but we are now noting some 
increase.” 


FORECAST OF INCOME 


“Net income after taxes for the first half of 1948 will be 
about the same as for the last half of 1947; it will be decid- 
edly smaller in second half of 1948.” . . . “Net income 
outlook for the first half of 1948 will be about the same as 
for last half of 1947.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will remain at their present level during the entire 
year.” . . . “Raw materials and labor together account 


for 80% of the invoice price; our break-even point is con- 
siderably higher.” 


Petroleum and Products: Demand Exceeds Supply 
LEVEL OF OPERATIONS 


“Business during 1948 will be limited only by capacity; 
transportation has been by far the largest factor in under- 
supply during this winter, but it should improve as the 
year advances.” . . . “Operations for the first half of 1948 
are running 1% to » 2% above the last half of 1947. We 
expect 1948 will show an increase of 3% over 1947.” 


NEW ORDERS AND INVENTORIES 


“Tnventories of crude and products are below working 
stocks in almost every class.” . “Demand is still at very 
high levels and there is no indication of any slackening. 
Inventories are very low compared with level of sales.” 


FORECAST OF INCOME 


“Oil and gas companies should show substantial increases 
in 1948 both in volume of business and in profits.” 
“Net income after taxes is expected to be higher than in 
1947.” 


PRICES AND BREAK-EVEN POINTS 


“Gas prices have been gradually increasing and will con- 
tinue to do so over a period of years in accordance with 
contracts; crude oil and product prices, which were in- 
creased in 1947, should at least hold steady and may increase 
on some products.” . . . “Price pressures are still upward.” 


Steel Producers: Net Income Off 
LEVEL OF OPERATIONS 


“We expect to run full during all of this year, and, as 
prices are higher than last year, our dollar volume should 
be higher.” . . . “Operations for 1948 will be about the 
same as in 1947.” . . . “First half of 1948 will be perhaps 
20% higher than the last half of 1947; we would not be 
surprised to see the second six months of 1948 run as much 
as 40% lower than the first six months of this year for 
tool and specialty steels.” . . . “We expect the first half of 
1948 to compare reasonably well with the last half of 1947; 
the trend in the latter half will be somewhat downward; 
we would be surprised if the retrogression for the year 
exceeded 10%.” . . “We believe that the first half of 
1948 will compare favorably with the last half of 1947; 
demand will be erratic during the second six months of 
1948.” . . . “There will be no change in the level of opera- 
tions for the first half of 1948 compared to last half 1947; 
operations in the last half of 1948 are expected to be the 
same.” . . . “First half of 1948 will be about the same 
as for last half of 1947; we expect the trend in the last half 
to remain at practically capacity operations.” 
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NEW ORDERS AND INVENTORIES 


“There is no letup in desire to place orders on our books 
and no cancellations or suspensions.” . “New-order out- 
look is good.” . . . “New-order trend remains constant, al- 
though demand for certain products is softening. Approach 
to inventory problem is one of growing caution.” . 

“Backlog of orders continues to be influenced by the fact 
that orders are accepted on the basis of mill capacity and 
historical customer relationship. We maintain a cautious 
inventory policy.” . “New orders are sufficient to per- 
mit full operations. We will continue to have a minimum 
inventory throughout this year.” 


FORECAST OF INCOME 


“The outlook for net income after taxes for first half of 
1948 is fair.” . . . “First half of 1948 may be 60% of the 
same period of 1947; the volume will be the same, but the 
difference will come in higher costs of scrap, fuel oil and 
other supplies.” . . . “First half of 1948 will not be so 
good as in the first half of 1947, but it should be somewhat 
better than in last half of 1947.” “Outlook for first 
half of 1948 has been adversely ‘affected by the recent 
increase in semifinished steel prices as well as by a large 
advance during’ the last several months in the price of pig 
iron and scrap. “Net income for the first half of 1948 
is expected to be approximately equal to the average for 
1947; the second half is expected to be somewhat lower 
than the first half.” 


PRICES AND BREAK-EVEN POINTS 


“Prices should remain reasonably steady.” . . . “We ex- 
pect the trend of prices to be higher rather than lower.” 


METAL MANUFACTURES 


Automobiles and Equipment: Sheet Steel Situation 
Improved 


LEVEL OF OPERATIONS 


“Shutdowns in customers’ plants owing to gas shortages 
have interfered with first-quarter operations. Anticipate 
that 1948 will be about 40% higher than 1947.” . . . “First 
half of 1948 is 107% under the last half of 1947. Trend ex- 
pected to continue.” “Sheet steel was in short supply 
in 1947. Situation improved allowing 75% increase in 
operations for 1948.” . . . “First half of 1948 will com- 
pare closely with last half of 1947.” . . “Automotive 
business 25-30% above latter 1947; non-automotive business 
is the reverse. Average increase in the first half of 1948 ex- 
pected to be from 5% to 10% over last half of 1947.” 


NEW ORDERS AND INVENTORIES 


“New orders for 1948 will be smaller. Inventories are 
being reduced.” . “Improved supply and production 
are expected to "provide for A ee turnover and more 
definite control of inventory.” - “No reduction in inven- 
tory is planned, since there was a maximum reduction in 
the latter part of 1947.” 


FORECAST OF INCOME 


“Income will be 15% lower in the first half of 1948 com- 
pared with first half of 1947.” . “The increase for 1948 
is expected to be Pee ” . . . “Income will be close 
to that of 1947.” . . “Income will be 25% below the last 
half of 1947.” 


PRICES AND BREAK-EVEN POINTS 


“The rise in we will depend on the third round of 
wage increases.” . “Prices will be dependent upon third- 
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round wage demands or government regulations.” 

“Prices are stable because of the increase in the latter halt 
of 1947.” . . . “Prices will be unchanged unless raw ma- 
terials are reduced in cost. Break-even points have in- 
creased considerably since the war.’ 


Electrical Appliances: Supply Overtaking Demand 
LEVEL OF OPERATIONS 


“Radio sales are expected to rise in the last half of 1948 
and will compare favorably with the last half of 1947. Re- 
frigerator production is abnormally high at present and igs 
expected to continue so until the fall of 1948 when the 
normal slack period begins. Supply and demand in produc- 
tion of gas and electric ranges are becoming equal.” . . . 

“Operation in the first half of 1948 will be somewhat above 
the first half of 1947. There will be less sales demand in 
the last half of 1948 than the last of 1947 because supply 
is catching up with demand.” 


NEW ORDERS AND INVENTORIES 


“Inventories are being kept at a minimum consistent 
with maintaining production schedules.” “No pickup 
in radio orders is expected until June. There will be no 
reduction in orders for refrigerators and ranges in the first 
half of 1948. These products are still being allocated.” 


FORECAST OF INCOME 


“Income will be higher for the first half of 1948 than in 

1947 because of the introduction of a new model in 1947.” 

- “Income will be at the same level in the first half of 

1948 as in the same period of 1947. For the last half of 

1948 profits will be lower than for the same period of 1947. 

No real decrease in profits is expected, however, for the 
entire year.’ 


PRICES AND BREAK-EVEN POINTS 


“Prices will be somewhat higher if wage increases are in- 
stituted. Buyer resistance will have the opposite effect.” 


Electrical Supplies: The Percentage Drop in Second 
Half 


LEVEL OF OPERATIONS 


“There will be a 5% increase in the first half of 1948 over 
the last half of 1947. Operations will be down 10% in the 
last half of 1948 compared with the first half.” . . . “A de- 
crease of 5% to 10% will occur in the first six months of 
1948, and a similar decrease in the last half of 1948.” . . . 
“Operations in the first half of 1948 are expected to be lower 
than the corresponding period of 1947 because the backlog 
of unfilled orders has greatly decreased.” 


NEW ORDERS AND INVENTORIES 


“The outlook is good for new orders. There have been 
some motor and small-motor cancellations.” . “Orders 
are normally down in the first part of the year. The situa- 
tion is better than usual this year with orders about 5% 
under the first two months of 1947.” . . . “New orders are 
constant.” . . . “New orders are a little below shipments. 
Inventory is below normal, but is being built up to a work- 
ing level.” 


FORECAST OF INCOME 


“Income in the first half of 1948 will be at least as good 
as in the last half of 1947. The second half will be poorer.” 
. . . “The first half of 1948 will be somewhat below the 
same period of 1947. The second half of 1948 will also be 
down from 1947.” . . “A 10% increase in income is 
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forecast for 1948.” . . . “Income for the first half of 1948 
will be lower than in the corresponding period of 1947.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will remain at their present level unless there 
is a third round of wage increases.” . . . “The price trend 
is downward, but may rise in the spring if new orders 
increase.” 


Hardware: Increasing Requests for Delayed Shipments 
LEVEL OF OPERATIONS 


“Production for the first six months of 1948 will be below 
the last six months of 1947 by 25%.” . . . “Both halves 
of 1948 to be 25% above 1947.” . . . “Little change is 
expected in operations for 1948 over the last half of 1947.” 

. “Operations in the first half of 1948 will equal the last 
half of 1947, but the trend for the last half of 1948 will 
be 20% lower. Current estimates for 1948 are for a one- 
third decrease in operations from 1947.” . “Operations 
in the first half of 1948 should be as good as in the last 
half of 1947.” 


NEW ORDERS AND INVENTORIES 


“Current orders are curtailed owing to normal off-season 
Pe Requests are increasing for delayed shipments.” 
. . “Our inventory is expected to remain stable, but it 
may “decline because of difficulty in buying strip steel.” 
“New-order trend i is fair.” “New-order picture 
is about the same as in 1947 except for a decrease in back- 
logs.” . . . “We are striving for a slight reduction in 
inventory.” . “New orders still exceed shipments. Our 
inventory policy is still conservative.” 


FORECAST OF INCOME 


“We expect income to be lower in the first half of 1948. 
Higher volume i in the last half will not raise income because 
of greater costs.” . “Dollar profits for 1948 should be 
above those for 1947, ‘but the percentage of profits may 
decline with higher costs.” “The income picture for 
the first half of 1948 is unsatisfactory. The second half 
may improve if higher selling prices materialize.” 
“Income for the first half of 1948 will be about the same 
as in the last. of 1947.” “Income will be less satisfac- 
tory in 1948 than it was Sin 1947.” 


PRICES AND BREAK-EVEN POINTS 


“Prices cannot be reduced.” . . . “Prices are not expected 
to increase unless costs rise beyond the point where they 
cannot be absorbed.” . . “Prices cannot be reduced. 
Break-even points are three times above prewar.” 
“Prices will rise if costs continue to increase.” 


Industrial Machinery—General: Backlogs Support 


Production 
LEVEL OF OPERATIONS 


“Operations in 1948 will be as good as in the last half of 
1947 or better. A 10% to 20% increase in volume predicted 
for 1948 has thus far been realized.” “Demand for 
heavy goods is falling off, but operations for 1948 are ex- 
pected to fall only slightly below those of 1947 because of 
the large backlog existing at the end of last year. The 
entire year will be 5% less than 1947.” . . . “No change 
has occurred in the first half of 1948 over the last half of 
1947. New orders will fall off in the second half.” 


“Operations for the first half of 1948 will be at a slightly 


higher rate than during the last half of 1947. This rate will 
be maintained in the latter part of 1948. A 10% to 15% 
rise is expected for all of 1948, barring material shortages 
and labor troubles.” “Because of the backlogs of ship- 
ments, operations in the first half of 1948 will be at 
the same level as in the last half of 1947.” “Operations 
in the first half of 1948 are expected to be 10% higher than 
in 1947. Activity will be less in the last half than in the 
first half.” . . . “Operations in the first half of 1948 will 
be 20% to 25% lower than in the first half of 1947, The 
same trend is expected for the second half.” . . . “The 
first half of 1948 is expected to be equal to or better than 
the last half of 1947. Operations in the last half of 1948 
will be about 90% of the first half.” 


NEW ORDERS AND INVENTORIES 


“Because of improved shipments of raw materials, can- 
cellations have been greatly reduced.” . . . “Inquiries are 
lessening, competition is increasing. Careful attention and 
consideration is now given to requests for increases in inven- 
tory.” . . . “Outlook for new orders is still good, but 
competition is more noticeable. So far we have had no can- 
cellations. We are holding inventory to three months.” 

. “Orders are still heavy, but we expect a slight slack- 
ening later i in the year. We still keep our inventory ata 
minimum in relation to our volume of business.” 

“Orders are beginning to rise, after falling off in the latter 
part of 1947. Cancellations have also become less signifi- 
cant. We are still trying to reduce inventories.” : 
“Current trend shows new orders temporarily down 25% 
to 30%. ” |. . “New orders have increased since the break 
in prices. There have been no extraordinary developments 
concerning cancellations. We are continuing to keep our 
inventory as low as possible.” 


FORECAST OF INCOME 


“Tf costs do not a net income will be equal to or 

better than in 1947.” - “For all of 1948 net income may 
be somewhat less than in 1947 owing to the effect of adverse 
weather conditions and a substantial rise in costs.” 
“Net income for the first half of 1948 is expected to be the 
same as in the last half of 1947. Income in the second 
half may be 10% lower than in the first half.” . . . “Net 
income will be lower in the first part of 1948 than in 1947. 
Because of increasing costs, the second half will be the same 
despite increased volume.” . “Net income for 1948 should 
compare favorably with 1947 provided there are no extreme 
wage increases. . . “Net income for 1948 will be 30% 
to 40% less than last year.” “Some improvement in 
net income is expected for the first half of 1948. A drop 
of 10% to 15% is expected for the latter half of 1948 
when we will launch new products.” . “Net income 
Ae the first half of 1948 is about the same as the average 
or 1947.” 


PRICES AND BREAK-EVEN POINTS 


“The break-even point will be adversely affected if salaries, 
wages and materials continue to rise.’ “The trend of 
prices is neers to be downward, depending on the wage 
level.” “Prices will remain at the 1947 level unless 
there is a third round of wage increases. Our break-even 
point is rising.’ - “We are trying to maintain our prices 
at present levels, but since there have been only slight 
increases since the war exorbitant demands by labor may 
force increases. Our break-even point has moved up during 
the last few years, but there is a safe margin at least for 
the next ten months.” “Prices will remain stable this 
year unless there is a further increase in labor costs.” 
“Prices will go up with another round of wage increases.” 


April, 1948 


BUSINESS RECORD 187 


Industrial Machinery—Specialized: Ten to Fifteen 
Per Cent Rise in Volume Expected 


LEVEL OF OPERATIONS 


‘Dollarwise sales will be up 5% to 10% in the first half 

and 10% to 20% in the last half of 1948. Unitwise sales will 
rise slightly in the first half and be up 10% in the latter 
half of 1948.” . . . “Operations in the first half of 1948 are 
expected to be 10% higher than in the last half of 1947 
and will be even higher in the last half of 1948.” . 
“After allowing for a vacation shutdown in July, 1947, 
sales in the first six months of 1948 will be about 10% 
higher than in the last half of 1947. Sales in the second 
half of 1948 will be 5% above the first half.” . . . “Opera- 
tions in the first half of 1948 will be somewhat above the 
last half of 1947, provided there are no strikes in the steel 
or electrical industries. The last half will compare favorably 
with the first half.” . . . “Both halves of 1948 will show 
an improvement over 1947 because of a two-year backlog. 
. .. “Tf the last half of 1947 equals 100%, the first half 
of 1948 will be 127 %o, and the last half will be the same or 
a little higher.” “Operations in the first half of 1948 
will be the same as in the last half of 1947, but in the 
latter part of 1948 they will probably be 50% more than 
the first half. ”» . . . “A 10% to 15% improvement is ex- 
pected in the first half of 1948 over the last half of 1947. 
This trend is expected to continue in the last half.” 


NEW ORDERS AND INVENTORIES 


“The outlook for new orders is excellent. Inventories are 
now too high and are being decreased to a level which will 
permit the desired flexibility of production.” . . . “New 
orders are rising both in quantity and dollar volume.” 

. .“New orders are about the same as shipments; our 
backlog i is large and has been constant during the last sev- 
eral months. Our inventory has been closely controlled and 
forward commitments have been shortened since long-term 
advance ordering is no longer necessary.” 


“A few minor cancellations have occurred, but they are 
not significant. We are still trying to reduce inventory to 
get it into better balance.” . “Orders in large quantities 
are still coming in. We are trying to limit our inventory.” 

. . “Orders are coming in almost as fast as deliveries, 
but they have slowed up in the past few weeks. There 
have been a few cancellations. We will keep our inventory 
stable in 1948, after a large increase in 1947 when produc- 
tion began.” 


FORECAST OF INCOME 


“Outlook for income in 1948 is good. In 1947 we suffered 
losses due to testing of new models.” . . . “Net income for 
the first half of 1948 should be better than in 1947. In 
the second half it will depend upon costs of material and 
labor.” . . . “Profits for the first half of 1948 are expected 
to show an increase over the second half of 1947. The 
second half of 1948 will continue to show an increase in 
profits.” . . . “The net income for the first half of 1948 
should be higher than that for the last half of 1947.” . . . 
“Our income in 1948 will depend on whether there is a 
third round of wage increases, and, if so, how far it will 
increase costs.” . . . “Income after taxes will be about 
the same in 1948 as in 1947.” . . . “Net income in 1948 
should equal or better that of 1947.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will be slightly higher and then level off in 1948. 
Our break-even point will be lower i in 1948 because of the 
completion of a development program.” . “If labor and 
steel costs go up, prices will follow.” . “If no third 


round of wage increases occurs, only minor price adjust- 
ments will be needed.” “Prices should remain stable 
in 1948 because the wage level is fixed until January, 1949. 
Our break-even point is high.” “We have seen no 
reason for changing prices in 1948.” “Since no price 
rise will be permitted by the trade, cost cuts are essential. 
Our break-even point is expected to be lower in 1948 be- 
cause of reductions in overhead expenses.” . “Prices 
are expected to remain stable.” 


Instruments and Controls: Prices a Problem 


“Volume in the first half of 1948 will be from 5% to 10% 
above the last half of 1947. Volume for the last half will 
be at the same level.” . . . “Operations in the first half of 
1948 are at the same rate as in the last half of 1947.” . . . 
“Because of seasonal demands the first half of 1948 will 
not compare favorably with the last half of 1947. The last 
half of 1948 will be good.” 


NEW ORDERS AND INVENTORIES 


“Good outlook for new orders. Our ay is being 
kept as low as the volume of business warrants.” . . . “New 
orders are being received at the same rate as in * the last 
half of 1947.” “New orders are falling off since the first of 
the year. More finished stock has been accumulating than 


expected, but inventory control has limited it to stock 
items.” 


FORECAST OF INCOME 


“Income for the fiscal year ending May 31, 1948, will 
be about 10% above the preceding fiscal year.” . “The 
trend of net income will depend on the influence of another 
round of wage increases. The point is being reached where 
goods are being priced out of the market.” 


PRICES AND BREAK-EVEN POINTS 


“Our break-even point is about 10% higher in the first 

half of 1948 than in the corresponding period of 1947.” 

“Price increases were applied in mid-1947, but their 

effect has been apparent only in the past sixty days.” : 

“Stabilization of employment may result in sufficient econo- 
mies to allow prices to remain stable.” 


Machine Tools: New Order Outlook Good 
LEVEL OF OPERATIONS 


“Sales for the first half of 1948 will compare favorably 
with the last half of 1947. For the last half of 1948 they 
should be a little better. We estimate our volume for the 
year at 15% above 1947.” . . . “So far operations are 10% 
above the similar period of 1947. Barring strikes and stock 
piling, our volume this year will equal that of 1947.” . . 
“The first half of 1948 will be on about the same level as 
the last half of 1947, and we expect no change in the second 
half of 1948.” . . . “Sales in the first half of 1948 are ex- 
pected to equal or exceed those of the last half of 1947. 
We may be able to exceed operations in the first half of 
the year in the second part of 1948.” . . . “Operations in 
the first half of 1948 are expected to be 15% above the 
last half of 1947, with a further increase in the last of 
1948 of from 10% to 15%.” 

“The outlook for 1948 seems to be the same as for 1947, 
with no indication of any change in the latter part of the 
year.” . . . “Operations in the first half of 1948 will be 
close to the last half of 1947, but the second part of 1948 
may show a decline.” . “We expect no change over the 
last part of 1947 in the first part of 1948, but there should 
ere increase in the last part of 1948 over the first 
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NEW ORDERS AND INVENTORIES 


“Although some buyers have deferred necessary pur- 
chases of machine tools since the break in prices, February 
orders were almost double January volume.” . “We are 
trying to dispose of surplus goods and achieve a balanced 
inventory.” “Current trend of new orders is good. 
Inventories are being kept as low as possible.” . . . “The 
trend of new orders is good.” “The outlook for new 
orders is better today than it has been for many years. 
Business has increased since the break in prices. No can- 
cellations have occurred. Our inventory policy is still con- 
servative.” . “Current orders indicate a rising trend 
in business. New orders show a further rise. The price 
break has had no effect on our business.” . “Incoming 
orders are estimated to be about 10% higher than in the 
second half of 1947. Inventories are now adequate, and we 
plan to maintain them at present levels.” . “New orders 
are still good, and no change in volume is indicated. Inven- 
tories are being held as low as our sales volume will allow.” 
. . . “The present trend of orders is about 12% above the 
last half of 1947, but the outlook will be down over the next 
two months because of longer deliveries. Despite the recent 
price break, the demand for our product seems to be in- 
creasing.” 


FORECAST OF INCOME 


“Despite the advance in sales, our net income will be only 
slightly above the first half of 1947.” . . . “If no wage in- 
creases are necessary, 1948 will be our most profitable year 
since the war.” . . . “After several periods of loss, the 
first half of 1948 is expected to show a net profit, and in- 
creasing volume in the second half will bring a further in- 
crease.” . . . “Net income for the first half of 1948 will 
be slightly below that for the last part of 1947.” . . . 
“Profits may be 10% higher during the first half of 1948 
than during the second half of 1947.” . . “Operating 
profits for the first half of 1948 will not vary much from 
1947, but the over-all profit may be adversely affected by 
the decrease in inventory profits which have prevailed for 
two years past.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will be unchanged unless other costs increase 
a great deal.” . “No price increases are anticipated. 
Our prices have been raised only 17% since 1939, so there 
will also be no decreases.” . “Prices have been increased 
to offset the pending third round of wage increases. Break- 
even point will remain where it is.” . “No immediate 
price change is indicated.” . . . “Prices will increase only 
if wages rise and volume drops. A decrease is impossible 
because of the modest price increases which have occurred 
since 1937. Our break-even point continues to go up.” . . 

“Prices will not be materially reduced.” . . . “We do not 
expect to make any changes in prices in 1948.” 


Office Equipment: Prices Firm 
LEVEL OF OPERATIONS 


“The first half of 1948 is expected to equal the correspond- 
ing period of 1947, even exceed it. The same level is an- 
ticipated for the second half of 1948.” . . . “Operations in 
the first part of 1948 will be lower than in the last half of 
1947 because our backlog will have been depleted.” . . 
“Production in the first half of 1948 will be 10% above the 
first half of 1947.” . “Sales for the balance of 1948 
will remain at the level reached at the end of last year.” 


NEW ORDERS AND INVENTORIES 


“Orders booked in February exceeded those in January, 
and March orders are ahead of February. Our inventory 


is being kept at the lowest practical point.” . “Cancel- 
lations are unchanged since the break in prices. We are 
continuing our policy of tightening inventory which we 
began in the last quarter of 1947.” . . . “Trend for new 
orders is good.” . . . “Our domestic incoming orders dur- 
ing January were the greatest in the company’s history. 
Commodity prices have had no effect on our orders.” 


FORECAST OF INCOME 


“We expect our income to increase in 1948.” . . . “Net 
income for the first half of 1948 will be on the same level 
as in 1947, but it may slip during the second half of the 
year.” . . . “Net income in 1948 may drop 25% below 
that of 1947.” . . . “If sales and production stay at high 
levels, earnings will be comparable to those of 1947.” 


PRICES AND BREAK-EVEN POINTS 


“No increase in prices is planned but on some items 
an increase should be put into effect.” . . . “No change 
in prices is anticipated. We are trying to lower our break- 
even point.” “Prices are dependent on manufacturing 
costs and wage increases.” 


Railroad Equipment: Income Up 
LEVEL OF OPERATIONS 


“Operations for the first half of 1948 are expected to in- 
crease 10% to 15% over the last half of 1947. The same 
level will be maintained in the second part of 1948.” . . 
“The first half of 1948 will be as good as the last half of 
1947 or better. The last half of 1948 will be the same as the 
last half of 1947.” . . . “For a fiscal year commencing Oc- 
tober 1 and ending September 30, first-half operations show 
a 25% increase in dollar volume over the same period a 
year ago. The last half of the fiscal year will continue af 
this rate.” 


“Operations for the first half of 1948 will be the same 
as the last half of 1947, and in the last part of 1948 there 
will be a 10% to 15% increase. The over-all increase will] 
be about 10%.” . . . “The backlog and the large amount of 
incoming business that we have had this year will allow a 
1948 level as good as 1947.” . . . “The first and second 
halves of 1948 are expected to be as good as the last of 
1947.’ 


NEW ORDERS AND INVENTORIES 


“The trend of new orders is good. There has been no 
change since the break in prices in orders or cancellations. 
Inventories are being reduced.” . . . “Incoming orders have 
decreased, but this will have no effect on this year’s output. 
There have been no cancellations, but some important ship- 
ments have been deferred.” . . . “Incoming orders are be- 
ing received at the same rate as in the last part of 1947.” 


FORECAST OF INCOME 


“Income for 1948 should equal that for 1947.” . . . “In- 
come for the first part of 1948 is 30% over the last half of 
1947. Income in the second half should be the same unless 
there are inventory losses and a substantial change in wage 
rates.” . . . “If we have enough material, income for the 
first half of 1948 will be about the same as for the last 
half of 1947. The second half should be about 10% higher.” 
. . . “Income in 1948 is expected to be below that of 1947 
because of increasing material prices.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will be unchanged if labor and material rates are 
not increased.” . . . “Prices will probably be higher than 
in 1947 because of the increased wage rates put into effect 
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early this year.” . “An increase in prices is necessary to 
cover any rise in labor rates which may occur and the 
recent increase in freight rates.” “Prices will rise if 
wages are increased.” . “Prices will rise only if raw 
material costs become too high. Our break-even point is 
under 50%.” . . . “If the cost of labor rises to any great 
extent we will be forced to increase prices.” 


OTHER MANUFACTURES 
Chemicals: Recent Price Increases Offset Rising Costs 
LEVEL OF OPERATIONS 


“Unless operations of the heavy industries show a serious 
decline during the last three or four months, sales on a 
quantity basis during the last six months of 1948 should 
be about 5% above the level which prevailed in the closing 
six months of 1947.” . . . “Operations in the first half of 
1948 will be approximately the same as in the last half of 
1947—possibly 2% or 3% less.” 


“The level of operations for 1948, as measured by gross 
sales, will be about 10% to 15% above second half of 1947.” 

. . “We expect sales for 1948 to be about 20% ahead of 
the last six months of 1947.” “The first half of 1948 
will exceed the last half of 1947 by 5%; we would not be 
surprised if a small decline of approximately 5% occurs in 
the last half of 1948 as compared with the corresponding 
period of 1947.” . . . “Current operations are at least 
equal to the last half of 1947.” . . . “The first half of 1948 
will be as much as 10% below the last half of 1947, owing 
primarily to the seasonal nature of one of our products. We 
believe that business will continue at about the current 
rate during the last half of 1948.” . . “Operations in 
the first half of 1948 are estimated at about 10% above the 
latter half of 1947, while sales in the second half of 1948 
may exceed the first half by about 8%. Sales in 1948 will 
be higher because of increased selling prices, expanded pro- 
duction, and growth in new-product sales.” : “Operations 
in the first half of 1948 will compare with those in 1947. 
Operations are at capacity and should continue so through 
the last half of 1948.” 


NEW ORDERS AND INVENTORIES 


“There has been some decline in orders received during 
the last few weeks. New orders were in excess of sales from 
September to January; they fell to the level of sales in 
February; at present they are running below sales. We have 
maintained a cautious inventory policy since the early 
spring of 1947.” . . . “We have about the same amount 
of orders on hand for immediate delivery as in 1947, but we 
have fewer orders for future delivery.” . “Most orders 
for the shoe industry are for immediate shipment. A break 
in leather prices has shown up in lack of new orders rather 
than in cancellation of existing orders. This is also about 
what has happened to our business with textile manufac- 
turers. Inventories are geared closely to near-term require- 
ments.” . . . “Unfilled orders are relatively high; we are 
not experiencing any significant cancellations. We are 
continuing our usual inventory policy of not carrying goods 
for more than three months’ requirements.” 1a tee The 
trend of new orders is favorable.” . “Our inventory is 
based on forecasted sales requirements “for the next three 
months.” - “Orders are being received in a volume 
that equals or exceeds our capacity to supply the goods. 
There have been instances recently where we have had to 
reimpose allocations.” . . “Orders are coming in at the 
same rate as in 1947. We do not book business ahead. We 
are endeavoring to cut down on inventories.” . . . “Ever 
since the end of the war, our major at teas has been to ex- 
pand production to meet demand.” . “Demand is at 


peak for solid fuel and tar by-products, and we are operating 
at capacity.” . “The great bulk of our business is to 
large customers under continuing contracts. Our policy is 
to produce at a steady rate and to maintain substantial in- 
ventories.” 


FORECAST OF INCOME 


“Profits, after taxes, in the first six months of 1948 are 
likely to be moderately above the last six months of 1947. 
Profits in the last half of 1948 will probably be somewhat 
below the first six months.” . “The profit outlook for 
1948 will probably be a little less favorable than in 1947.” 
. . . “The outlook for net income, after taxes, for the full 
year is for a moderate increase over last year. Most of this 
improvement will take place in the second half when we will 
have some new products to sell.” . . . “Our net profit out- 
look for the entire year is satisfactory.” “We expect 
net income after taxes for the current year to equal 1946, 
when profits were the highest in our history.” . . . “The 
outlook for the first half of 1948 is not so good as it was in 
1947.” . . . “The earnings outlook in 1948 is good. Net 
income, after taxes, for 1948 is expected to be higher than 


in 1947.” . . . “Net income is expected to be better in 1948 
than in 1947.” . . . “Earnings should be as high as last 
year.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will stay where they are:’ . “Prices are a little 
higher in 1948 to cover some of the increased costs.” : 
“We have not raised prices in the postwar inflationary period 
on 90% of our product volume.” ‘Prices were in- 
creased on three of our major products in January; we 
anticipate no further change during the rest of the year.’ 

. . “We do not expect much change in prices; some of 
them should have been raised last year because of increased 
costs.” . . . “Prices are expected to remain steady for the 
bulk of our “products; a few items will be slightly lower.” 

. “Price increases which have become effective in 1948 
will more than offset increased costs.” 


Food Products: Sales off 
LEVEL OF OPERATIONS 


“Operations in the first half of 1948 will run at about the 
same rate as in the last half of 1947. There will be no change 
in the last half of 1948.” . “Business in 1948 will 
compare with 1947.” . . “We expect the first half of 
this year to show larger sales, in terms of units, than the 
first half of last year. More materials, such as sugar, coco- 
nut, ete. are now available, and aalea for the year should 
be equal to, or perhaps better than 1947.” . “Profits 
for the first two months have been less than a third of what 
they were for the same period a year ago; sales for the first 
two months have been just slightly over half of what the 
volume was a year ago.” . . . “Operations in the first half 
of 1948 was perhaps 20% below the last half of 1947; we 
expect an upward trend in last half of year.” . . . “Sales 
have increased 20% over 1947.” . “Sales for first half 
of 1948 will be about the same as in the last half 1947; 
the trend will be slightly downward, perhaps as much as 
5%, in the second half.” 


NEW ORDERS AND INVENTORIES 


“There has been no marked change since the break in 
prices. We are holding inventories to a minimum.” . 
“The new-orders outlook is good,” “The outlook is 
definitely affected by consumer resistance to the present 
level of prices. We are watching our inventory closely and 
are marking it down to conform with current market con- 
ditions.” . “The drop in commodity prices has no doubt 
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restricted the enthusiasm of food buyers; we anticipate 
fewer forward commitments during the remainder of the 
year.” . . . “Shipments are allocated; we are operating at 
capacity. Our inventory meets current requirements only.” 
. . . “We find customers increasingly cautious. We are re- 
ducing our inventory.” . . . “We follow a conservative in- 
ventory policy, emphasizing rapid turnover.” 


FORECAST OF INCOME 


“Profits for the year may be possibly 15% to 20% below 
those of 1947, owing to higher costs which we have not 
reflected in our selling prices.” . . . “We believe profits 
will be slightly higher this year than last.” . . . “We have 
hopes that the first half will show better earnings than a 
year ago.” . . . “Income in the first half of the year will 
be about the same as in the first half of 1947; it may be 
higher in the second half.” . . . “We believe profits will 
be only slightly lower in the first half of 1948 but they will 
drop in the last half.” . . . “We look forward to slightly 
better income this year than last.” . . . “We expect lower 
net income in both the first and second halves.” . . . “In- 
come in the first half of 1948 will be moderately lower than 
in the first half of last year.” 


PRICES AND BREAK-EVEN POINTS 


“We do not expect any marked increase or decrease in 
prices; our break-even point is higher because of increased 
costs.” . . “Prices remain relatively constant.” . A 
“We hope that lower costs for raw materials will permit us 
to lower our prices.” . . . “The trend of our prices is some- 
what downward.” . . . “Prices are lower.” . . . “Prices 
are the same.” . . . “Prices will be downward throughout 
1948, but we do not expect any wide-open breaks.” 


Lumber and Products: No Lessening of Demand 
LEVEL OF OPERATIONS 


“Our operation will not increase much in the first half of 
1948 over the last half of 1947; they will decline some, per- 
haps as much as 20% in the second half.” . . . “Operations 
in the first half of 1948 should average about 5% to 10% 
above the last half of 1947; in the second half they will 
be about 15% above the last half of 1947.” . . . “We will 
maintain at least the same volume of business this year 
as in 1947; a shrinkage in sales of some of our regular prod- 
ucts is being offset by a more recently developed line.” 
. - . “Operations in the first half 1948 will be approximately 
the same as in the first half 1947; in the last half, they will 
go up to 120% of last half of 1947, as a result of expanded 
manufacturing facilities.” 


NEW ORDERS AND INVENTORIES 


“Outlook for new orders is good.” . . . “The outlook con- 
tinues favorable. We are endeavoring to keep inventory 
under control.” . . . “There is no lessening of demand. 
Inventories are being closely watched.” 


FORECAST OF INCOME 


“Outlook for net income for first half of 1948 is good; 
it is uncertain for the second half.” . . . “Income for the 
first half of 1948 will be about the same as in the first half 
of 1947. We expect volume to increase in the second half 
of 1948, and profits to continue about the same as in second 
half of 1947. This increased volume will enable us to offset 


higher costs.” . . . “We figure on price declines and a con- 
siderable shrinkage in profits. We can no longer absorb wage 
increases.” . . . “Income for the first half of 1948 should 


be about 14% above the first six months of 1947. Because 
of additional production which we expect in second half of 


1948, we anticipate 17% higher profits, after taxes, for last 
half of 1948 than for same period in 1947.” 


PRICES AND BREAK-EVEN POINTS 


“In the latter half of the year, we expect supply will 
more nearly equal demand and there will be some break in 
prices.” . . . “Prices should remain steady during 1948, 
although we had a small increase of slightly less than 5% 
early this year.” . . . “We hope that prices will not have 
to be increased.” 


Paper and Products: Operating at Capacity 
LEVEL OF OPERATIONS 


“We expect income in the first six months of 1948 to be 
higher than in the last six months of 1947. The seasonable- 
ness of our business should bring sales in the last six months 
of 1948 above those of the first half of the year.” .. . 
“Income in the first half of this year should at least equal 
the last half of 1947 and perhaps exceed it a little; capacity 
limitations alone will prevent operations from increasing 
substantially in the last half of this year.” . . . “We wi 
be about as busy in the first half of our 1948 fiscal year as 
we were in the last half of 1947.” . . . “Sales in 1948 will 
equal or even exceed those of 1947.” . . . “We expect to 
continue to operate substantially at capacity throughout the 
year. Owing to completion of some parts of the expansion 
program, this means approximately 25% higher output than 
in 1947.” . . . “Production in the first half of 1948 should be 
at least 10% greater than during the last half of 1947.” . . . 
“Business will be slightly better in the first half of 1948 
than in the last half of 1947; it will be as good in the last 
half as in the first half.” . . . “Production in the first half 
of 1948 will be about 20% higher than in the last half of 
1947. Volume in the last half of 1948 will be about 95% . 
greater than in the first half of the year.” . . . “We can 
maintain the level of operations in the first half of 1948 at 
approximately that of the last half of 1947. It will require 
a lot of effort to do this, since now for the first time in six 
or eight years we have to sell our paper.” . . . “Our dollar 
volume for the first six months of 1948 will be about the 
same as in the last half of 1947; this means there will be a 
small decrease in physical volume. We expect a moderate 
decrease in the dollar volume of our established lines in the 
last half of 1948, but this may be balanced by increased 
sales of new products.” 


NEW ORDERS AND INVENTORIES 

“Forward buying is diminishing; there has developed 
strong sales resistance to the recent price advances; the in- 
crease has been insignificant. We are observing inventories 
with more caution.” . . . “New orders are coming at a rate 
to keep us operating at capacity.” . . . “We still have some 
customers on allocation tonnage.” . . . “There is no marked 
change in demand as a result of the disturbance in markets.” 
. . . “We are still allocating paper and could increase our 
orders to practically double our present jobber tonnage.” 
. . . “We still have more demand than productive capacity.” 
. . . “A substantial portion of our orders for 1948 has 
already been placed by our customers under usual con- 
tractual arrangements. The recent break in prices has been 
reflected in some cancellations, but this reaction has been 
very spotty. We are working on slightly reduced inventory 
level.” . . . “After an appreciable drop in December and 
January, the trend of orders appears to have improved 
somewhat. The outlook for the next two or three months is 
satisfactory.” . . . “Cancellations have not been significant, 
but some scheduled deliveries have been postponed at the 
request of a number of customers who have adopted a 
more restricted inventory policy. We, too, have slightly 
tightened our inventories.” 
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FORECAST OF INCOME 


“Despite increased dollar sales, income, after taxes, will 
be below the corresponding period of last year.” . . . “Net 
income, after taxes, remains close to peak levels.” . . 
“Income will be slightly lower in the fist half of our 1948 
fiscal year than in the last half of 1947.” “Tf prices 
stay where they are, results for the year should be about 
the same as for 1947.” . . “Net income, after taxes, 
should exceed 1947 as result of greater production. Per- 
centagewise, we expect profit margins to be reduced since 
it is not Possible to increase prices comparable to increases 
in costs.” - “Sales should equal 1947, with net profit 
possibly lower.” . “Income in the first half of 1948 will 
be substantially better than in the first half of 1947; we 
expect a slight decrease i in the second half but, even so, we 
should do as well as in last half of 1947 or perhaps better.” 

- “Income will continue downward during the first half 
pes 1948; this trend may be reversed, or at least arrested, 
during the second half of the year when prices for raw 
materials may be lower.” . “We anticipate some drop 
in income because of increases in labor and raw material 
costs.” . ... “We would be pleasantly mupriegd | if net in- 
come equaled that of 1947.” 


PRICES AND BREAK-EVEN POINTS 


“Probabilities of further increases in prices are quite 
remote; our break-even point compares favorably with what 
it was before the war.” . “Prices tend to be slightly 
downward; break-even point is considerably higher than 
1939.” . . . “Prices will stay at their present level.” . . . 
“Prices will be somewhat higher because of increases which 
we have postponed as long as possible. After increases, 
prices will be stable with competition increasing, prices will 
trend downward toward the end of the year; our break-even 
ee is up.’ . . “Prices will hold firm through 1948.” 

. “We will not ‘reduce our prices to follow the decrease 
in raw material prices until later in the year; we are oper- 
ating closer to our break-even point during first half of 
year than we have in many years, but we may build up some 
margin later i in the year as a result of raw material price 
decreases.” . “Prices will remain unchanged; our break- 
even point is the highest it has been in our history. Nothing 
can help the situation until a break occurs in the cost of raw 
materials.” 


Woolens and Worsteds: Price Break Has Effect 
PRICES AND BREAK-EVEN POINTS 


“Prices will be higher than in 1947; our break-even point 
has gone up considerably.” . . . “Prices have already in- 
creased slightly; we do not contemplate any further increase 
during the year.” . “Price trend downward because of 
high-capacity production and lowered demand in the woolen 
apparel field.” 


NEW ORDERS AND INVENTORIES 


“Unfilled orders at this time, compared with 1947, are 
greater than they were in 1947. We are maintaining suffi- 
cient inventory to cover firm orders.” . “We are operat- 
ing on a day-to-day basis. We are holding inventory com- 
mitments to a bare minimum.’ . “There is considerable 
hesitation about placing orders for apparel fabrics since 
the break in prices. We are keeping our inventory down.” 


FORECAST OF INCOME 


“Net income, after taxes, for both the first and second 
halves will be about the same as in 1947 since we had to 
raise wages in February, 1948, just as we had to do in 
1947.” . . . “Profit outlook for the year not encouraging; 


shall probably not realize more than 60% of 1947 income, 
after taxes.” 
LEVEL OF OPERATIONS 


“Our sales volume in 1948 will be 10% better than in 
1947.” . . . “In the blanket industry we find a resistance 
to placing orders, which is attributable to the recent com- 
modity price break and to the belief of buyers that prices 
may dip further later in the year.” . . . “Production in 
the first half of 1948 will equal the last half of 1947. During 
the second half, which should be fairly busy, we expect one 
mill to keep up pretty well but are dubious about the produc- 
tion of our apparel cloth mills.” 


Other Textiles: No Change Foreseen in Prices 
LEVEL OF OPERATIONS 


“Operations will continue in the first six months of 1948 
at the same rate as in 1947; they will definitely fall off in 
the last half of 1948.” . . . “Volume for first half of 1948 
will be approximately 10% above the last half of 1947; the 
outlook for the last half may equal the first half.” 
“Operations in the first half of 1948 may possibly be some- 
what ahead of 1947.” . . . “Production in the first half of 
1948 will be far ahead of the last half of 1947, and the last 
half should be better than the last half of 1947.” . . . “Pro- 
duction in the first half of 1948 will be substantially the 
same as in last half of 1947; it may slacken off some in the 
latter half of 1948.” . . . “Production in the first half of 
1948 will exceed the last half of 1947 by about 10%; in 
the last half it will about equal the last half of 1947.” . . . 
“Production in the first half of 1948 will exceed the last half 
of 1947; we expect capacity operations throughout the entire 
year.” . . . “Production in the first half of 1948 will be 
about 10% or 12% below the same period of 1947.” . . . 
“Production in the first half of 1948 will be equal that of 
the last half of 1947 or better; in the last half of 1948 it 
will be about the same as in the last half of 1947.” 


NEW ORDERS AND INVENTORIES 


“Orders are nil at present. There is bound to be a reces- 
sion in the price of gray goods and I do not believe buying 
will be resumed until this takes place. Cancellations are 
coming in because of late deliveries.” . “The outlook for 
new orders has changed little since the break in commodity 
prices. We are reducing inventories to the lowest practical 
working level.” . “Spring sales are at capacity; but we 
anticipate a slight resistance in the second half from price 
increases. “New orders are coming along in quan- 
tities.” . : “There has been no marked change in new 
orders since the break in commodity prices, and no can- 
cellations.” . . . “The trend of new orders is about what 
it was in the first half of 1947, but is 20% below the second 
half of 1947.” . . . “New orders are coming in at the usual 
rate.” . . . “There is talk of some softening up in the 
market for cheap goods and for goods of inferior quality, 
but our customers are still eager to place orders for as far 
ahead as we are willing to make commitments.” . . . “New 
orders appear to be falling off slightly. Customers are buy- 
ing a little more cautiously, and even industrial users, where 
their plants are still active, are allowing their current stocks 
to run somewhat lower than normal before entering replace- 
ment orders.” . “We can take all the orders we 
can produce, but there has been a slight downward trend 
since the recent break in prices.” 


FORECAST OF INCOME 


“Net income, after taxes, for the first half of 1948 will 
be about on a level with 1947.” . . . “Income in the first 
half of 1948 will be the same as in the last half of 1947; 
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it may be slightly lower in the second half of this year.” 
. . . “Apart from an inventory appreciation profit we took 
in 1947, net income, after taxes, for the first half of 1948 
should be on a par with 1947; outlook for second half of 1948 
is about the same as for the first half. Unexpectedly strong 
dealer and consumer resistance to price increases for fall 
could upset this latter calculation.” . . . “Net income out- 
look for the first half of 1948 is better than in 1947.” . . . 
“Net i income may be off somewhere between 15% and 20% 
in the first half of 1948 and slightly greater than this in 
the second half.” - “Outlook for 1948 is not good.” 

“Net profit for first half of 1948 will be less than half what 
it was in 1947.” 


PRICES AND BREAK-EVEN POINTS 


“Prices will remain unchanged this year; prices of gray 
goods may be reduced during the second half.” . “Prices 


will remain at the present level.” . “Fall prices will be 
very substantially higher than in ‘the fall of 1947—in the 
neighborhood of 15%-20% in cotton and wool lines, and 
about 15% throughout our entire range of products.” 

“There will be no material change in prices, at least until 
late fall and not then unless there are decided recessions in 
the price of labor and raw materials.” . . . “Price increases 
in our line (finishing of fabrics), are just about at an end; 
a downward change may come when demand drops off, 
possibly during third and fourth quarters of 1948.” . 
“We do not expect any upward trend in prices. The break- 
even point is high.” . . . “There is no material change in 
prices.” . . . “If our volume should drop below 85% of 
last year’s volume, we might go below the break-even 
point. Our break-even point is about twice as high as in the 
prewar period.” . “Prices will remain unchanged 
throughout 1948.” 


Economic Notes 


No Wartime Decline in Interest Rates 


“Basic yields are particularly useful whenever it is de- 
sirable to minimize the effects of variations in quality and 
risk. For example, the substantial decline in corporate 
bond yields that occurred from about 1940 to 1946 did 
not represent a decline in interest rates so much as a rise 
in average bond quality and an increase in general business 
confidence. As a result of wartime prosperity, the credit 
positions of many obligors improved greatly, interest pay- 
ments were resumed on defaulted bonds, and middle-grade 
issues often attained the status of money bonds. Conse- 
quently, the changes in yields of the various grades of bonds 
in the market were far from uniform. While most of the 
lower-grade issues were declining rapidly in yield, the high- 
est grades, as measured by the basic yield, were almost un- 
affected.” —David Durand and Willis J. Winn, “Basic Yields 
of Bonds, 1926-1947: Their measurement and Pattern.” 


Parity Reconsidered 


Parity programs “should be directed toward guarantee- 
ing agriculture an equitable share of the national income 
in order to help stabilize the national economy.” Price parity 
may or may not accomplish this, depending on the volume 
of production and costs and income relationships. 

Price parity alone will tend to create surpluses when 
high yields are obtained, for if production is 150% of normal 
and is sold at 75% of parity, the total income will be well 
over normal. 

Action programs based on total agricultural income will 
give the individual farmer more flexibility in choosing pro- 
duction alternatives. 

Parity income would pay the largest benefits to farmers 
in years of lowest income, thus serving to give the greatest 
aid in stabilizing the national income. 

The most feasible parity income plan would provide 
that “when the total value of a particular farm product 
falls below a certain percentage of the national income, the 
price of that particular product could be supported at a 
level that would assure farmers a given percentage of the 


normal income for that product.” Under this formula, the 
computation of normal would take into account the volume 
of production in order to determine the appropriate support 
level. 


The parity base should be shifted from August, 1909-July, 
1914, to a more recent period—specifically 1937-1946. Ten- 
and twenty-year moving averages are necessary for the 
various computations of normality which a parity concept’ 
involves—(Report of the Committee on Agriculture and 
Forestry, United States Senate, “Long Range Agricultural 
Policy and Programs,’ 80th Cong., 2nd Sess., Sen. Rpt. No. 
885, Feb. 9, 1948. Prepared by the Subcommittee on Long 
Range Agricultural Policy.) 


Doing It with a String 


“There is a fallacy which has taken root in Europe which 
may be very dangerous precisely because it has a strong 
appeal for Americans. This is that large-scale capital re- 
construction is necessary for the revival of the economies. 
It is natural that it should appeal to the American. He 
comes over to Europe and sees what he may regard as tin- 
pot installations and, thinking of his own country, feels 
quite sure that it is essential to introduce American stand- 
ards. It is most important that we should stress to the 
Americans that in this funny old world, we have a wonder- 
ful way of improvising with bits of string, and that the 
introduction of automatic machinery is not an immediate 
necessity for reviving production, whatever we may think 
of the longer run. 

“We must seek to disillusion the Americans of the idea 
that Europe cannot survive unless she embarks upon a large- 
scale capital modernization program. This is likely to waste 
American assistance and intensify all the specific difficul- 
ties which arise from the inflationary pressure throughout 
Europe. It will defer recovery in the vital matters of 
currency reform, the restoration of circulating capital and 
the revival of productive effort.”—Roy Harrod. “The Dollar 
Problem: Project for a new start,” in The Banker, London, 
December, 1947. 


